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+ Cablevision maintained its industry-leading
penetration rates across all of its consumer
video, voice and data services in 2005.

2005 was a remarkable year for Cablevision. We celebrated the company's
best operational year yet, generating more than $5 billion in net revenue for
the first time in our history and recording double-digit adjusted operating
cash flow growth.

The only U.S. cable operator to add basic subscribers in every quarter of 2005, as of this writing, we
have delivered seven consecutive quarters of basic subscriber growth, and we posted record revenue-
generating unit {RGU) growth this past year. Customers embraced our Optimum Voice service in 2005,
more than doubling the number of voice customers, while the penetration rates of our Optimum

Online high-speed Internet service continued to lead the cable industry.
As Cablevision excelled on the telecommunications front, Madison Square Garden's properties
welcomed more than 6 million people to more than 1,200 events, and Rainbow Media continued to

increase advertising revenue, while securing long-term carriage agreements.

Simply put, 2005 was a year of outstanding execution and very strong results. And 2006 is poised to

follow in its footsteps.

Cablevision declared a special cash dividend of $10
per share in April 2006, payable to all of the company's
shareholders. Going forward, we will continue to pursue
operational excellence and business opportunities that
unlock value for our shareholders.

Passing 4.5 million homes in the New York metropolitan area,
Cablevision continued to exceed the entertainment, information
and communications demands of the nation’s largest and most
demographically desirable market in 2005.

Our Telecommunications Services division, which includes the
company’s “Optimum” branded video, high-speed data and
voice services as well as its Optimum Lightpath commercial
telecommunications business, experienced double-digit
growth in net revenue this past year, up 155 percent to
$3.6 billion, while adjusted operating cash flow increased
15.1 percent. Meanwhile, RGUs climbed 22 percent to 7.4 million
total combined video, data and voice customers, and the
ongoing advancement of our digital services led to average
monthly revenue per basic video customer of more than
$100 by year-end, the highest in the cable industry.

Our Optimum Voice service experienced phenomenal growth in
2005, adding more than 450,000 new customers to top 730,000.

+ Both the company’s Optimum Online and Optimum Voice ~
services were 2005 recipients of PC Magazine's
prestigious Readers’ Choice Award.

Named the nation’s top Voice over Internet Protocol {VolP)
service by readers of PC Magazine, Optimum Voice offers
13 consumer-friendly voice features, in addition to an innovative
Web portal, whole-house wiring to connect with home security
systems and enhanced 911 access for every customer.

The company's i0: Interactive Optimum digital video service
also continued to win market share in 2005, ending the year
with nearly 2 million customers, up almost 480,000 subscribers
from 2004. The Emmy Award-winning service launched the
interactive real estate channe! Optimum Homes to join
classified ad network Optimum Autos in 2005 as it continued to
dominate the industry with 65 percent digital penetration. Also
advancing, our 18 high-definition (HD) services — the most in
the cable industry and offered at no additional cost to our
digital cable customers - finished the year with more than
325,000 customers.




and Destiny’s Child rocked ‘

~sold-out crowds at “The World's
Most Famous-Arena.”y

Today, more than half of our video customers also take our
Optimum Online {00L) service. In 2005, OOL remained far
superior to anything else on the market, ending the year with a
38 percent penetration rate and 1.7 million customers, up
25 percent from year-end 2004. Named the nation’s top high-
==  speed Internet service by readers of PC Magazine for the
second consecutive year, 00OL offered significant speed
upgrades to all of its customers at no additional cost in
5 2005. The company also introduced two new
' premium tiers of QOL service for residential and
business customers, with downstream speeds of
30 and 50 megabits per second, respectively.

Comprised of Cablevision's complete suite of video, voice and
data services, our Optimum Triple Play offering captivated
customers, creating a new paradigm that our

=yISINEENT® ompetitors — and the cable industry — now follow.

Optimum Lightpath also had a strong year, fully shifting from
its traditional communications services to its |P-based,
Ethernet data services, which it markets to medium and larger-
size businesses.

Going forward, we have a significant opportunity to serve a
business market that is larger in annual revenue than
our current consumer telecommunications business. By
leveraging the strength of our fully deployed fiber-backed
network and our success in offering highly reliable voice and
high-speed Internet services to residential customers,
Cablevision can establish itself as the provider of choice in this
lucrative business market.

Cablevision’s entertainment venues, sports
teams, and local and regional operations
also remain valuable assets with a unigue
connection to consumers.

Billboard's "Venue of the Year' for
the sixth consecutive vyear,
Madison Square Garden
welcomed 4 million people to
437 events in 2005, including
the only U.S. appearance
of Cream; eight sold-out

performances by U2; and

—

Retiring Rangers star ™
Mark Messier is honared
atthe Garden.

top concerts by The Rolling Stones, Gwen Stefani, Eminem
and the Eagles. Also lighting up the Garden marquee this past
year were the New York Rangers, Knicks and Liberty. Coming
off the 2004-2005 lockout, the Rangers secured a spot in
the 2006 Stanley Cup playoffs. Jaromir Jagr set new team
records for goals and points in a single season, and is the
National Hockey League’s MVP frontrunner, while teammate,
Olympic gold medal goalie Henrik Lundqvist is a Rookie of the
Year contender.

As part of a rebuilding effort by management, in 2005, the Knicks
welcomed coaching legend Larry Brown to pilot the team’s
youngest squad in more than 26 years. A work in progress, the
popular franchise continued to draw crowds, remaining number
ong in NBA ticket revenue for the 14th consecutive year
Meanwhile, leading its league in sponsor revenue and net ticket
sales in 2005, the Liberty posted a winning record for the eighth
time in its nine-year history.

Across town, Radio City Music Hall hosted a variety of concerts,
events and attractions this past year, including Carole King,
Maroan 5 and Dora The Explorer Live! The Great Stage was also
the backdrop for the Tony Awards and the Daytime Emmy
Awards. Meanwhile, The Radio City Christmas Spectacular,
featuring the world-famous Rockettes, welcomed 2 million people,
with more than 1 million attending the show in New York and
another million seeing it in a record nine markets nationwide.

In September 2005, MSG and the music hall teamed up to host
“From The Big Apple to The Big Easy,” New York City’s Concerts
for the Gulf Coast. This unprecedented two-venue benefit
featured a host of music greats, including Elton John, Simon &
Garfunkel, Jimmy Buffett, Elvis Costello, Allen
Toussaint and Buckwheat Zydeco, and raised
nearly $9 million for Hurricane Katrina relief.

Cablevision's local and regional sports and news
programming also touched millions of people this
past year. MSG Networks completed a number of
key long-term affiliate agreements in 2005 and
began airing HD telecasts of several away games
for the New York Knicks, Rangers and Islanders,
and the New Jersey Devils. Rainbow Sporis
Networks expanded its HD telecasts as well,

+The Radia City Christmas Spectacular, featuring the warld-

famous Rockettes, attracted 2 million people nationwide.
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listed on the New York Stock Exchange
under the symbol CVC.

Cablevision has included as exhibits to its annual report on Form 10-K for fiscal year 2005 filed with the Securities and Exchange Commission certifications of
Cablevision's chief executive officer and chief financial officer certifying the quality of the company's public disclosure. Cablevision's chief executive officer has
also submitted to the New York Stock Exchange (NYSE) a certification certifying that he is not aware of any violations by Cablevision of the NYSE corporate
governance listing standards.

Adjusted operating cash flow ("AQCF"), a non-GAAP financial measure, is defined as operating income (loss) before depreciation and amortization (including
impairments), excluding employee stock plan charges or credits and restructuring charges or credits. Please refer to the company’s fourth quarter and full year
2005 earnings press release for a reconciliation ta the comparable GAAP measures.

This letter to shareholders contains statements that constitute forward-fooking statements within the meaning of the Private Securities Litigation Reform Act of
1995. Investors are cautioned that any such forward-looking statements are not guarantees of future performance or results and involve risks and uncertainties,
and that actual results or developments may differ materially from those in the forward-locking statements as a result of various factars, including financial
community and rating agency perceptions of the company and its business, operations, financial condition and the industry in which it operates and the factors
described in the company's filings with the Securities and Exchange Commission, including the sections entitled “Risk Factors” and “Management's Discussion
and Analysis of Financial Condition and Results of Operations” contained therein. The company disclaims any obligation to update the forward-looking
statements contained hergin.

Created by Cablevision Corporate Communications, nvestor Relations and Spindel Oesign

Woman using laptop and phone Three girls watching TV Jaromir Jagr, Madison Square Garden, Mark Messier and
- © Royalty-Free / Corbis - Andreas Pollok / Getty Images Radio City Music Hall marquee from The Radio City
Radio City Music Hall marquee from “7he Big Apple Father and son using computer M&‘Z{E‘zﬁemw/‘?’

to the Big Easy” concerts and the New York Rangers - Jim Arbogast / Getty Images ) 0tos

- MSG Photos Woman talking on phone U2 and Destiny's Child

- George Kalinsky for Madison Square Garden

Charles and James Dolan
- Brian Stanton

-Stockbyte / Getty lmages




offering HD programming to all of its affiliates in 2005 and
televising 200 of its more than 840 live events this past year in HD.

Viewers' first choice for local news according to Nielsen
surveys, the company's News 12 Networks welcomed two new
systems in 2005. Launched in June, News 12 Brooklyn and
News 12 Hudson Valley together added nearly 400,000
subscribers to the now seven-channel network, which
received 11 New York Emmys this past year.

Rainbow Media Holdings LLC also generated headlines this past
year, with affiliate and subscriber growth, and increases in
advertising revenue, household ratings and original program
production. lts national services — AMC, IFC and WE: Women's
Entertainment (WE) — saw net revenue rise 7 percent to
$557 million in 2005, while advertising revenue grew 22 percent.

AMC's investment in movies and original programming yielded
its highest-rated year ever, with an 11 percent rise in total-day
household ratings in 2005. Bringing its mix of popular movies
and original series like Sunday Morning Shootout and Movies
101 to more than 77 million viewing subscribers, this past year,
AMC also produced its first original movie, Broken Trail,
starring Academy Award® winner Robert Duvall.

With more than 37 million viewing subscribers, in 2005, IFC TV
unveiled its unique movie “rant” series, The Henry Rollins Show,
hosted by the former punk rocker. The official home of the IFC
brand, the IFC Center opened in New York City in June 2005 as a
leading exhibition and production facility for independent film.
Meanwhile, IFC Films, IFC Entertainment’s distribution company,
released 11 films in 2005, including Me and You and Everyone
We Know, which was produced by IFC Productions, opened at
the IFC Center and grossed $4 million at the box office to
become one of the most successful indie releases of the year.

With more than 50 million viewing subscribers, WE posted a
10 percent rise in primetime household ratings in 2005 as it
continued to ramp up original production with hit series such as
Bridezillas and American Princess, which yielded the highest
rating ever for a WE original telecast. At the same time, music
network fuse, the top network for people ages 12 to 34 for the
fourth consecutive year, achieved record ad sales growth as it
shared live performances by artists such as 50 Cent, Coldplay
and Kanye West with its 35 million viewing subscribers.

Literis enore thon the sum of its parts.

IFC Films co-distributed ™

the Oscar®-nominated film
TransAmerica.

enter o

rhe new

Mag Rack, Rainbow's suite of original on-demand television
programs, is now available to nearly 10 million video-on-
demand-enabled subscribers. Meanwhile, sportskool, the
nation’s first VOD network dedicated to expert sports and fitness
instruction, saw rapid distribution growth in 2005, adding nearly
12 million viewing subscribers by year-end.

This past year, Rainbow also began marketing its VOOM HD
Networks, the largest, most diverse suite of HD channels
available. In April 2005, VOOM concluded its first major affiliate
deal with Echostar, whose DISH Network now carries all 15 of
VOOM's nonstop, commercial-free channels.

Cablevision is pleased with its prospects for growth. In 2005, we
capitalized on our unique operating efficiencies and resources
to expand and advance our industry-ieading products, programs
and entertainment offerings.

Never a company to rest on our laurels, we continue to look for
ways to strengthen Cablevision’s competitive position.

Helping us accomplish our mission are our dedicated co-workers,
customers, financial partners and shareholders. Thank you, as
always, for your continued support. You, more than anything, are
the reason Cablevision remains an industry leader, a formidable
competitor and a company focused on delivering the best value

10 our customers,

James L. Dolan
President and
Chief Executive Officer

Sincerely,
April 2006

Charles F. Dolan
Chairman
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PART1

Item 1. Business

This combined Annual Report on Form 10-K is separately filed by Cablevision Systems Corporation
("Cablevision") and CSC Holdings, Inc. ("CSC Holdings" and collectively with Cablevision, the
"Company" or the "Registrants").

Cablevision Systems Corporation

Cablevision Systems Corporation is a Delaware corporation which was organized in 1997. Cablevision
owns all of the outstanding common stock of CSC Holdings and its liabilities consist primarily of senior
notes issued in April 2004. Cablevision has no operations independent of its CSC Holdings subsidiary.

CSC Holdings

CSC Holdings is a Delaware corporation which was organized in 1985 and is one of the largest cable
operators in the United States based on the number of basic video subscribers. We also operate cable
programming networks, entertainment businesses and telecommunications companies. As of
December 31, 2005, we served approximately 3.0 million cable television subscribers in and around the
New York City metropolitan area, making us the sixth largest cable operator in the United States based on
the number of subscribers. Through our wholly-owned subsidiary, Rainbow Media Holdings LLC
("Rainbow Media Holdings"), we own interests in and manage numerous national and regional
programming networks, the Madison Square Garden sports and entertainment businesses and cable
television advertising sales companies. Through Cablevision Lightpath, Inc. ("Lightpath"), our wholly-
owned subsidiary, we provide telephone services and high-speed Internet access to the business market.
In 20035, the servicés that were provided by Lightpath were rebranded as "Optimum Lightpath."

We classify our business interests into three segments: . Telecommunications. Services; Rainbow; and
Madison Square Garden.

Our Telecommunications Services segment includes CSC Holdings' cable television business, including
its basic video, interactive digital video, high-speed data, Voice over Intemet Protocol ("VoIP") and
residential telephone services operations and the operations of the commercial telephone and high- speed
data services provided by Lightpath.

Our Rainbow segment consists principally’ of our interests in national and regional programming
businesses and investments held by Rainbow Media Holdings and currently includes the following:

» four nationally distributed 24-hour entertainment programming networks:
o AMC, '
o The Independent Film Channel,
o WE: Women's Entertainment, and
o fuse, ‘

e TFox Sports Net Chicago, which produces and distributes certam sports programming.
principally in the Chicago area,

® a 50% interest in Fox Sports Net New England which we manage and which produces and
distributes certain sports programming principally in the New England area,

» a60% ownership interest in Fox Sports Net Bay Area, which we manage and which produces
and distributes certain sports programmmg principally in the San Francisco/Oakland Bay
Area,

()




e an 80% ownership in Rainbow HD Holdings LLC which owns and operates the VOOM HD
Networks, currently a suite of 15 high definition channels,

e News 12 Networks, a regional news business in the New York City metropolitan area,
e Rainbow's local advertising sales representation business,

e Rainbow Network Communications, a full service network programming orlgmatlon and
distribution company,

o video-on-demand (VOD) and subscription video-on-demand (SVOD) services such as
Mag Rack and Sportskool, and

¢ IFC Entertainment, which is comprised of IFC Productions, IFC Entertainment and IFC
Films, which produce, license and distribute independent films, and IFC Center which
showcases independent ﬁlms

See the discussion under "Recent Events" below.

Our Madison Square Garden segment owns and operates the Madison Square Garden Arena and the
adjoining Theater at Madison Square Garden, the New York Knickerbockers professional basketball
team, the New York Rangers professional hockey team, the New York Liberty professional women's
basketball team, the Hartford Wolf Pack professional hockey team, the Madison Square Garden Network
and Fox Sports Net New York (collectively, "MSG Networks") and Radio City Entertainment (which
operates Radio City Music Hall in New York City under a long-term lease). Additionally, Madison
Square Garden manages and operates the Hartford Civic Center and Rentschler Field in Connecticut.
Madison Square Garden is a wholly-owned subsidiary of Rainbow Media Holdings.

In addition, we own or have interests in the following businesses and assets:

e the motion picture theater business of Clearview Cinemas, which operates 53 movie theaters,

e PVI Virtual Media Services LLC, which markets a real time video insertion system -that
places computer generated electronic images into telecasts of sporting events and other
programming,

¢ the common stock of the following (which we monetized through the execution of prepaid
forward contracts, collateralized by an equivalent amount of the respective stock):

o Charter Communications, Inc.,
AT&T Inc.,

o Comcast Corporation,
o General Electric Company,
o)

Leapfrog Enterprises, Inc., a designer, developer and marketer of technology-based
educational products, and o :

e the common stock of Adelphia Communications Corporation.
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Telecommunications Services

General

Cable television is a service that delivers multiple channels of television programming to subscribers who
pay a monthly fee for the services they receive. Television signals are received over-the-air, by fiber
optic transport or via satellite delivery by antennas, microwave relay stations and satellite earth stations
and are modulated, amplified and distributed over a network of coaxial and fiber optic cable to the
subscribers' television sets. Cable television systems typically are constructed and operated pursuant to
non-exclusive franchises awarded by local and state governmental authorities for specified periods of
time.

Our cable television systems offer varying packages of service marketed under the Optimum brand name,
which may include, among other programming, local broadcast network affiliates and independent
television stations, certain other news, information and entertainment channels such as CNN, CNBC,
ESPN, and MTV, and certain premium services such as HBO, Showtime, The Movie Channel, Starz! and
Cinemax. We also offer digital video service, branded "iO, Interactive Optimum," which enables
customers to receive video on demand and subscription video on demand services, as well as additional
viewing channels.

Our cable television revenues are derived principally from monthly fees paid by subscribers. In addition
to recurring subscriber revenues, we derive revenues from the sales of pay-per-view movies and events,
video on demand and subscription video on demand program tiers, from the sale of advertising time on
advertiser supported programming and from installation and equipment charges. Certain services and
equipment provided by substantially all of our cable television systems are subject to regulation. See
"Regulation - Cable Television.”

As-of December 31, 2005, our cable television systems served approximately 3.0 million basic video
subscribers, primarily in and around the New York City metropolitan area.

We also provide residential high-speed data services using our cable television broadband network.
High-speed data services are provided to customers through a cable modem device. The high-speed data
service, marketed as "Optimum Online", served approximately 1.7 million subscribers at December 31,
2005 for an overall penetration rate of 37.8% of the homes passed by our cable television network. We
believe that our high-speed data service penetration has been driven by superior quality and speed and, in
part, by a large number of customers installing the necessary equipment without the need for a service
call.

In addition, the Company has launched Optimum Voice, VoIP technology services which is offered
exclusively to our Optimum Online subscribers. As of December 31, 2005, we provided Optimum Voice
services to approximately 731,300 customers for an overall penetration rate of 16.3% of the homes passed
by our cable television network. As of December 31, 2005, we also provided switched residential
telephone services to approx1mately 7,810 subscribers in Long Island, New York and parts of southemn
Connecticut.

Through Lightpath, a competitive local exchange carrier, we provide telecommunications services to the
business market in the greater New York City metropolitan area. Lightpath provides a full range of
switched services, private line and advanced networking features, including broadband access. Optimum
Voice utilizes Lightpath's services in order for its customers to initiate and receive local and regional calls
in the states of New York, New Jersey and Connecticut. As of December 31, 2005, Lightpath serviced
over 1,781 buildings with approximately 142,000 access lines.
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The following table sets forth certain statistical data regarding our cable television, high-speed data and
voice services operations as of the dates indicated.

As of December 31,
2005 2004 2003

Video: : ' '

Homes passed by cable (1) .............. e 4,484,000 4,443,000 - 4,401,000
Basic video subscribers (2)......ccoooo.oviviniiiiviiinnniniis 3,027,000 . 2,963,000 " 2,944,000
Basic video subscribers as a percentage of homes passed .... 67.5% 66.7% " 66.9%
Average monthly revenue per basic video :

SUBSCIIDET (3) .oiviiiecie e $100.46 $88.33 $77.49

High-Speed Data: . b '

CUSLOMIETS ..ot e es s sistsss e ent st nese e s easenane 1,694,300 1,352,500 1,057,000
Customers as a percentage of homes passed.........c.ccoeennnn. 37.8% 30.4% 24.0%

VolIP Services: _

CUSLOIMIETS ..\ evveveieiee ettt s 731,300 272,700 28,700
Customers as a percentage of homes passed...........cccurennee. 16.3% 6.1% 0.7%

(1) Homes passed represent the estimated number of single residence homes, apartment and condominium units
and commercial establishments passed by the cable distribution network in areas serviceable without further
extending the transmission lines.

(2) Basic video subscribers represent each customer account (set up and segregated by customer name and
address), weighted equally and counted as one subscriber, regardless of size, revenue generated, or number of
boxes, units, or outlets. In calculating the number of customers, the Company counts all customers other than
inactive/disconnected customers. Free accounts are included in the customer counts along with all active

. accounts, but they are limited to a prescribed group such as current and retired Company employees, and free
status is not granted to regular customers as a promotion. Such accounts are also not entirely free, as they
typically generate revenue through pay-per-view or other services for which they must pay. The Company
counts a bulk commercial customer, such as a hotel, as one customer, and does not count individual room
units at that hotel. In counting bulk residential customers such as an apartment building, the Company counts
each subscribing family unit within the building as one customer, but does not count the master account for
the entire building as a customer.

(3)  Average monthly revenue per basic subscriber is calculated by dividing the GAAP revenues for.the

Telecommunications Services segment excluding revenues of Lightpath for the fourth quarter in the perlod by
the average number of basic video subscribers for the same period.

The Company's cable television systems are concentrated in and around the New York City metropolitan

area.

We believe that these systems comprise the largest metropolitan cluster of cable television systems

under common ownership in the United States (measured by number of basic video subscribers).

Subscriber Rates and Services; Marketing and Sales

i0, Interactive Optimum

i0, Interactive Optimum, our digital video service, is available to Cablevision's entlre service area. We
ended 2005 with appr0x1mately 1.9 million iO subscribers.

The digital video programming services cur;ently offered to subscribers include:

“over 230 channels of entertainment,

over 50 additional movie channels including multiple channels ("mult1plexes") of HBO,
Showtime, Cinemax, Starz!/Encore and The Movie Channel,

4




" e access to over 1,200 titles each month on demand, featuring hundreds of movies, and subscription
video on demand programming including HBO On Demand, Showtime On Demand, Cinemax
On Demand, and Disney Channel on Demand,

e over 150 hours of special interest programming on demand featuring Mag Rack, a collection of
over 20 video magazines, plus free on demand programming from Thirteen on Demand, Nick on
Demand, WE on Demand and Sportskool,

e 45 channels of uninterrupted commercial-free digital music from Music Choice,
* Optional Sports Packages from the NBA, NHL, MLB and college football and basketball,

e iO en espanol- 30 Spanish language channels including programming from Latin America, the
Caribbean, Mexico, and featuring latino, video on demand content (avallable in Brooklyn, the
Bronx, Newark and Hudson, New Jersey only),

* 16 channels of international programming from around the world, with channels from Korea,
Russ1a China, Portugal, Italy, Poland, Japan and India/Southeast Asia (available in Brooklyn the
Bronx, Newark and Hudson, New Jersey only),

e 18 channels available in high definition, including local channels such as WCBS, WABC,
WNBC, WNYW (FOX), the WB and WNET (PBS), as well as local sports channels, MSG, YES
Network and Fox Sports Net New York. Offerings also include high ‘definition channels from
HBO, Cinemax, Showtime, The Movie Channel, Starz!, Universal, ESPN and INHD. In

. addition, high definition movies are available on demand for an additional fee,

e acollection of enhanced television applications including News 12 Traffic and Weather (formerly
Metro Traffic and Weather) interactive, MSG Game Director, 10 dashboard, 10 Showcase,
Optimum Autos, and Optimum Homes,

e i0 DVR service, giving subscribers the ability to record, pause and rewind live television,
currently priced at $9.95 per month, and

e 10 Games, a wide variety of interactive games offered in distinct packages including the Arcade
Pak, Casino Pak, Variety Pak, and Logic Pak. Each package is currently priced at $4.95 per
month (not currently available in the Bronx and Brooklyn, New York and Newark and Hudson
New J ersey).

Packaging of the i0, Interactive Optimum product includes the 1O Gold package currently priced at
$87.95 per month. 10 Gold features over 230 channels, including more than 50 premium movie channels.
i0 Silver, currently priced at $67.95, includes everything in iO Gold except for NBA TV, Flix and
premium movie channels from Showtime, Cinemax and The Movie Channel. The currently priced $9.95
i0 package can be added to any level of cable service and includes an additional 34 digital video
channels, 45 digital music channels from Music Choice, and access to video on demand programming,
including 'free' on demand programming such as'Mag Rack and PBS (Thirteen on Demand) as well as
i0's enhanced television services such as 10 Games and interactive news and weather sites. Discount
pricing is available when iO is combined with other service offerings.

All of our cable television systems also offer an expanded basic package of services, generally marketed

as "Family Cable", which includes, among other programming, certain news, information, entertainment,

and sports channels such as CNN, AMC, CNBC, Discovery, ESPN and MTV. For additional charges our

cable television systems provide certain premium services such as HBO, Showtime, The Movie Channel,
Starz! and Cinemax, which may be purchased either individually or in tiers.

In addition, our cable television systems offer a government mandated Broadcast Basic level of service
which includes local over-the-air broadcast stations, such as network affiliates (e.g., ABC, NBC, CBS,

FOX), and public, oducational or governmental channels.

Since our network serving our existing video systems is substantially upgraded to provide advanced
digital video services, our sales efforts are primarily directed toward increasing our penetration to homes
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passed for all of our existing services. We market our cable television services through in-person selling,
as well as telemarketing, direct mail advertising, promotional campaigns and local media and newspaper
advertising. _

Optimum Online

Optimum Online is our high-speed Internet access for the home. Optimum Online connects customers to
the Internet using the same network that delivers our cable television service. It is significantly faster
than digital subscriber line ("DSL") and traditional dial-up services. Optimum Online is available to
Cablevision's entire service area.

In the fourth quarter of 2005, we began upgrading our plant to allow a 50% increase in download speeds
to a maximum of 15Mbps downstream (2Mbps upstream) and we have made available two additional
levels of service: Optimum Online Boost (30Mbps/2Mbps) and Optimum Online Ultra (50Mbps/50Mbps)
to a portion of our service area. We anticipate completing this upgrade in mid 2006.

Optimum Online is currently priced at $49.95 on an a la carte basis with Optimum Online Boost available
for an additional charge of $14.95. Discount pricing is available when Optimum Online is combined with
other service offerings. Pricing for Optimum Online Ultra has not been finalized.

We ended 2005 with approximately 1.7 million subscribers.

Optimum Voice

Optimum Voice is a high-quality voice service available exclusively to Optimum Online subscribers that
offers unlimited local, regional and long-distance calling within the United States, Puerto Rico and
Canada with popular calling features at one low, flat monthly rate.

With Optimum Voice customers can call anywhere within the United States, Puerto Rico and Canada, any
time of the day or night, and talk as long as they like at the current price of $34.95 a month. Discount
pricing is available when Optimum Voice is combined with other service offerings. Low cost
international calling is also available without a monthly fee.

Optimum Voice includes the following premium calling features, plus My Optimum Voice:

¢ Enhanced Voicemail
o Call Waiting

.o CallerID
e (aller ID Blocking
e Call Return

e Three-Way Calling
e Call Forwarding

e Anonymous call blocker — blocks all calls to a Voice customer where a calling party does not
display their name or number

¢ Anonymous calling — hides the Voice customer's name and number on all calls they make

e Find me — allows calls to a Voice customer's phone number to ring up to three additional phone
lines, such as a cell phone or work number, simultaneously

e Call waiting with caller ID
s Busy Redial

e VIP Ringing — a Voice customer can designate up to a certain number of telephone numbers to
ring with a second, distinct ringtone ‘
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My Optimum Voice allows customers to easily manage calling features and receive voicemails via the
Internet. Customers can view all their call details at their convenience. :

Optimum Voice is available to Cablevision's entire service area. We ended 2005 with approximately
731,300 Optimum Voice customers. ‘

Bundled Offers

We offer several promotional packages with discounted pricing to customers who subscribe to one or
more of our products as compared to the a la carte prices for each individual product. Our "Optimum
Triple Play" family package currently offers iO Interactive Optimum, Optimum Online and Optimum
Voice for $29.95 each for the first twelve months when purchased together. Our "Optimum Double Play"
package currently offers Optimum Online and Optimum Voice for $29.95 each for the first twelve months
when purchased together We also offer other pricing discounts for products that are added to existing
service. -

System Capacity

We have completed the upgrade of the physical and technical capabilities of our cable plant network
using state of the art technology including fiber optic cable. The network is a minimum of 750 MHz two
way interactive offering a minimum of 76 analog, various digital channels, high-speed data and voice
services. :

Programming

Adequate programming is available to the cable television systems from a variety of sources, including
from Rainbow Media Holdings. Program suppliers' compensation is typically a fixed, per subscriber
monthly fee based, in most cases, either on the total number of subscribers of the cable television systems,
or on the number of subscribers subscribing to the particular service. The programming contracts are
generally for a fixed period of time and are subject to negotiated renewal. Cable programming costs have
increased in recent years and are expected to continue to increase due to additional programming being
provided to most subscribers, increased costs to produce or purchase cable programming and other
factors.

Franchises

The Company's cable television systems are operated in New York, New Jersey and Connecticut under
non-exclusive franchise agreements with state or municipal franchising authorities. Franchise agreements
usually require payment of franchise fees and contain regulatory provisions addressing, among other
things, upgrades, service quality, cable service to schools and other public institutions, insurance and
indemnity bonds. The terms and conditions of cable franchises vary from jurisdiction to jurisdiction.
Franchise authorities generally charge a franchise fee of up to 5% of certain of our revenues that are
derived from the operation of the system within such locality. The Company generally passes the
franchise fee on to its subscribers, listing it as a separate item on the bill.

Franchise agreements are usually for a term of five to fifteen years from the date of grant; most are ten
years. Franchises usually are terminable only if the cable operator fails to comply with material
provisions, and then only after complying with substantive and procedural protections afforded by federal
and state law. At December 31, 2005, one of our ten largest franchises had expired and we are currently
operating in this area under temporary authority. The Company has never lost a franchise for an area in
which it operates. Expired franchises are routinely renewed upon expiration. When a franchise
agreement reaches expiration, a franchising authority may seek to impose new requirements, including
requirements to upgrade facilities, to increase channel capacity and to provide additional support for local
public, education and government access programming. Negotiations can be protracted. Franchise
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agreements sometimes expire before a renewal is negotiated and finalized. State laws provide that pre-
existing franchise terms continue in force during the renewal negotiations until one or both parties seek to
pursue "formal" franchise remedies under federal law. Federal law provides significant substantive and
procedural protections for cable operators seeking renewal of their franchises. See "Regulation - Cable
Television." Despite the Company's efforts and the protections of federal law, it is possible that one or
more of the Company's franchises may be subject to termination or non-renewal or we may be required to
make significant additional investments in the cable systems in response to requirements imposed in the
course of the franchise renewal process.

Rainbow
General

We conduct our programming activities through Rainbow Media Holdings, a wholly-owned subsidiary of
CSC Holdings. Rainbow Media Holdings' businesses include ownership interests in national and regional
programming networks and Madison Square Garden's sports and entertainment businesses (see Madison
Square Garden segment discussion below). Rainbow Media Holdings also owns Rainbow Advertising
Sales Company, a local advertising sales representation business.

Rainbow Media Holdings' national entertainment programming networks include AMC, WE: Women's
Entertainment, The Independent Film Channel, and fuse.

Rainbow Media Holdings holds a 100% interest in Fox Sports Net Chicago, a regional sports network that
provides regional sports programming to the Chicago area and a 50% interest in a regional sports network
that provides regional sports programming to the New England area. Rainbow Media Holdings also has a
60% indirect interest in, and manages, Fox Sports Net Bay Area, a regional sports network that provides
regional sports programming to the San Francisco/Oakland Bay area.

Rainbow Media Holdings owns News 12 which operates regional news networks servicing suburban
areas surrounding New York City and also owns and operates Rainbow Advertising Sales Corporation, a
cable television advertising company. Rainbow Media Holdings also holds an 80% interest in Rainbow
HD Holdings LLC which owns and operates our VOOM HD Networks high definition programming
channels. .
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The following table sets forth ownership information and estimated subscriber information as of
December 31, 2005 for each of the programming and related businesses whose ownership interest is held
directly or 1nd1rectly by Rainbow Media Holdings.

Programming and Related
Businesses

National Entertainment
Programming Networks:

AMC

WE: Women's Entertainment -

The Independent Film Channel

fuse .

VOOM HD Networks

Regional Sports Networks:
Fox Sports Net Chicago
Fox Sports Net Bay Area

Fox Sports Net New England ‘

Madison Square Garden
Network/Fox Sports Net New
York

Other:

Mag Rack

Sportskool

Rainbow Network
Communications ()

Rainbow Advertising Sales

Company (©)

News Services:

Newsl2 Long Island
News12 Connecticut
News12 New Jersey
News12 Westchester
News12 Bronx

News12 Traffic and Weather

News12.com )

(a)  Represents the number of subscribers to distributors’' systems that receive the referenced programming

network.

{(b)  Represents the total number of basic video subscribers available in dlstrlbutors systems that carry the service.

December 31, 2005

Viewing
Subscribers (8 Subscribers (®).

Affiliated
Basic

712
509
373
355
<0.1

2.0
3.6

3.8

14,7

4.8

, 123

N/A

N/A

0.8
0.2
1.7
0.4
0.6
2.6

N/A

(in millions)

86.2
74.9

77.1

69.7
9.9

2.3

40 |

43

15.3

- 11.1
25.6
N/A

N/A

0.8
0.2
1.7
- 04
0.6
3.0
N/A

(c)  Subscriber information is not applicable to these services.

&)

Ownership

Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%

‘Rainbow Media Holdings - 100%
Rainbow Media Holdings - 80% and
EchoStar Communications Corporation -

20%

Rainbow Media Holdings- 100%

Rainbow Media Holdings - 60% and News

Corporation - 40%

Rainbow Media Holdings and Comcast -

50% each
Rainbow Media Holdings - 100%

Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100% -

Rainbow Media Hbldings - 100%

Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%
Rainbow Media Holdings - 100%



National Entertainment Programming Networks
AMC
With a comprehensive library of popular films, AMC offers movie-based entertainment for movie 10ve‘rs.

AMC is available on cable television and other distribution platforms such as direct broadcast satelhte It
is carried on basic or expanded basic tiers for which subscribers do not have to pay a premium to recelve
the network. Affiliate revenues, which in 2005 accounted for about 64% of AMC's net revenues,. are
based on fees paid by the distributors for the right to carry the programming.
t

AMC's film library consists of films that are licensed from major studios such as Twentieth Century Fox,
Warner Bros., Sony (Columbia TriStar and MGM/UA), Universal, Paramount, and Buena Vista under
long-term contracts, with sufficient films under contract as of December 31, 2005 to meet its minimum
film programming needs through midyear 2008. AMC generally structures its contracts for the exclusive
cable television right to carry the films during identified windows. AMC's programming also includes
original series such as Sunday Morning Shootout, Movies that Shook the World, Movies 101 and Celebrity
Charades.

WE: Women's Entertainment

WE: Women's Entertainment, is a 24-hour entertainment service oriented to women. The programming
features women's interest films and original series and specials of particular interest to women.

WE: Women's Entertainment has licensed exclusive film and off-network series from major studios such
as Twentieth Century Fox, Universal and Warner Bros., as well as independents like Miramax and New
Line to supplement its slate of original programming. The library of licensed content has sufficient films
under contract as of December 31, 2005 to meet WE: Women's Entertainment's minimum film
programming needs through approximately midyear 2008. WE: Women's Entertainment's acquired series
include Dharma & Greg, Take This House & Sell It! and Style by Jury. Bridezillas, Secret Lives of
Women and American Princess are WE: Women's Entertainment’s most successful original series.

The Independent Film Channel (IFC)

IFC was the first network dedicated to independent films and related programming. IFC presents feature-
length films (domestically and internationally produced), documentaries, shorts, animation, new works,
"cult classics” and originally produced programs which chronicle independent film trends.

IFC's film library includes titles from Rainbow Media Holdings' film production and distribution
businesses, as well as from leading independent film studios like Miramax, MGM/UA, Lions Gate and
New Line with sufficient films under contract as of December 31, 2005 to meet its minimum film
programming requirements needs through midyear 2008. IFC aiso features exclusive live coverage of
notable international film events like the Cannes Film Festival and the Independent Spirit Awards as well
as original series such as Greg the Bunny and The Henry Rollins Show and original documentaries such as
This Film Is Not Yet Rated and Z Channel.

fuse

fuse is the nation's only viewer influenced multi-platform, music television network, featuring music
videos, artist interviews, live concerts, series and specials. fuse is a destination for established and
emerging artists.
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Regional Sports Networks

Rainbow Media Holdings holds a 100% interest in Fox Sports Net Chicago and holds a 60% indirect
interest in Fox Sports Net Bay Area. Rainbow Media Holdings also has a 50% indirect interest in one
other regional sports network, Fox Sports Net New England. Rainbow Media Holdings manages each of
these regional sports networks, which are distributed in their respective region in the United States
through cable television as well as other distribution platforms such as direct broadcast satellite.

In April 2005, the Company and News Corporation restructured their ownership of Regional
Programming Partners. Prior to the April 2005 transaction, Regional Programming Partners was owned
60% by the Company and 40% by News Corporation. As a result of the restructuring, the Company now
owns 100% of Madison Square Garden, 100% of Fox Sports Net Chicago and 50% of Fox Sports Net
New England and therefore, no portion of the results of operations of these businesses is allocated to
minority interests after the acquisition. In connection with the restructuring, these businesses extended
the terms of their long-term affiliation agreements with National Sports Partners and their advertising
representation agreements with National Advertising Partners."

In connection with its December 2003 purchase of the interests that it did not own in Fox Sports Net
Chicago and Fox Sports Net Bay Area, subsidiaries of Regional Programming Partners issued promissory
notes in the aggregate amount of $150 million to News Corporation. As part of the restructuring, those
promissory notes and accrued interest of $2.9 million were contributed by News Corporation to Regional
Programming Partners for no additional consideration and were cancelled without any payment being
made on them. | -

National Sports Partners and National Advertising Partners were owned 50% by the Company and 50%
by News Corporation. As a result of the restructuring, the Company no longer owns an interest in
National Sports Partners, National Advertising Partners, Fox Sports Net Ohio or Fox Sports Net Florida.
The results of operations of Fox Sports Net Ohio and Fox Sports Net Florida are included as discontinued
operations in the consolidated statements of operations for all periods presented.

The Company and News Corporation continue to own 60% and 40%, respectively, of Fox Sports Net Bay
Area through a separate partnership. The Company continues to manage that network. In connection
with the restructuring, Fox Sports Net Bay Area extended the terms of its long-term affiliation agreement
with National Sports Partners and its advertising representation agreement with National Advertising
Partners.

Other Services
Rainbow Network Communications

Rainbow Network Communications, servicing primarily Rainbow's programming offerings, is a full
service network programming origination and distribution company. Its services include origination,
transmission, video engineering, uplinking, encryption, affiliate engineering, technology consulting,
transponder negotiation, content ordering, quality control and editing. Rainbow Network
Communications has a state of the art technology center that consolidates all master control/playback and
uplink facilities in one location. This center is fully digital which enables Rainbow Network
Communications to process audio and video signals in both standard and high definition.

Video-On-Demand Services
Rainbow Media Holdings' on-demand services include Mag Rack and Sportskool. Mag Rack provides a
variety of on-demand special interest television programming on a variety of topics including cars,

motorcycles, personal relationships and music instruction. Sportskool features expert sports instruction,
coaching and guidance for a wide range of sports and fitness activities.
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These services are currently offered to Cablevision's subscribers and are also carried by other distribut;ors.
Film Production and Distribution Businesses

Rainbow leveraged IFC's brand name in 1997 to create IFC Productions, a feature film production
company that provides financing for select independent film projects, and in 2000 to create IFC Films, a
theatrical distribution company. Historically, IFC Productions has provided financing for the production
of such films as Boys Don't Cry and Girlfight. In 2005, IFC Production's Me and You and Everyone We
Know won major awards at the Sundance and Cannes Film Festivals and became one. of the tép 5
grossing films in IFC Production's history. Also in 2004, Fahrenheit 9/11, distributed by IFC Films and
Lions Gate, received critical acclaim. Currently, IFC Films is co- dlstrlbutmg Transamerica (a Golden

Globe winning, Academy award nominated film).
VOOM HD Networks

VOOM HD Networks was a suite of 10 high-definition channels at December 31, 2005, produced
exclusively in high-definition for distribution through satellite and cable operators. In 2006, the networks
will offer over 2,000 hours of original high definition content on 15 high-definition channels. VOOM
HD Networks range from extreme sports and fashion to art and movies. VOOM HD Networks aims to
offer something for everyone: concerts on Rave HD, art and museum tours on Gallery HD, exploration
and nature on Equator HD, extreme sports on Rush HD and 24/7 news and weather on HDNews.
Currently, the VOOM HD Networks are available only on EchoStar Communications Corporatlons
("EchoStar") DISH Network.

In April 2005, subsidiaries of the Company entered into agreements with EchoStar relating to the launch
and operation of the business of Rainbow HD Holdings LLC, the Company's VOOM HD Networks
subject to the closing of the sale of our satellite (Rainbow 1) to EchoStar, which occurred in November
2005. Under those arrangements, EchoStar initially distributed a portion of the VOOM HD Networks
programming service and, beginning in 2006 began carrying all 15 of the channels included in the
programming service. -In connection with the arrangements, EchoStar was issued a 20% interest in
Rainbow HD Holdings, the Company's subsidiary owning the VOOM HD Networks, and that 20%
interest will not be diluted until $500 million in cash has been invested in Rainbow HD Holdings' equity
by the Company. ‘

Under the terms of the affiliation arrangements with EchoStar covering the VOOM HD Networks for a 15
year term, if Rainbow HD Holdings fails to spend $100 million per year, up to a maximum of
$500 million in the aggregate (which $100 million annual amount may be reduced to no less than
$38 million per year, to the extent that the number of offered channels is less than 21) on its service
offerings, EchoStar may terminate the affiliation agreement. The Company has the right to terminate the
affiliation agreement if the VOOM HD Networks are discontinued in the future.

_ Madison Square Garden

Madison Square Garden is a sports and entertainment company that owns and operates the Madison
Square Garden Arena and the adjoining Theater at Madison Square Garden, the New York -
Knickerbockers professional basketball team, the New York Rangers professional hockey team, the New
York Liberty professional women's basketball team, the Hartford Wolf Pack professional hockey team,
the Madison Square Garden Network, Fox Sports Net New York and Radio City Entertainment (which
operates Radio City Music Hall in New York City under a long-term lease). Additionally, Madison
Square Garden manages and operates the Hartford Civic Center and Rentschler Field in Connectlcut
Madison Square Garden, is an indirect wholly-owned subsidiary of the Company.
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Other Businesses and Assets

Rainbow DBS

In April 2005, the operations of the Rainbow DBS satellite distribution business were shut down. In
connection with the shut down, certain assets of the business, including the Rainbow 1 direct broadcast
satellite and certain other related assets were sold to a subsidiary of EchoStar for $200 million in cash.
This transaction closed in November 2005. In addition, Rainbow DBS had FCC licenses to construct,
launch and operate five fixed service, Ka-band satellites and had entered into a contract in November
2004 for the construction by Lockheed Martin of these five Ka-band satellites at a cost of $740 million.
Rainbow DBS had the right to terminate the contract at any time, subject to certain maximum termination
liabilities. Rainbow DBS exercised this right on November 21, 2005, and the amount paid to Lockheed
Martin in excess of the estimated termination liability is included as a receivable on the Company's
consolidated balance sheet at December 31, 2005.

The Company has incurred significant costs relating to early termination of various contracts, other
contractual obligations, employee termination benefits and other costs in connection with the shut down
of the Rainbow DBS satellite distribution business. These costs, a portion of which is expected to be
recognized subsequent to December 31, 2005, are currently estimated to range. from $44.4 million to
$101.4 million. In September 2005, Loral Space and Communications Holding Corporation ("Loral")
filed an action for breach of its agreement with Rainbow DBS alleging that the sale of the Rainbow 1
satellite and related assets to EchoStar would trigger a Make Whole Payment of $33 million plus interest,
or approximately $47.1 million as of December 31, 2005. The Company believes that it has substantial
defenses to Loral's claim and is contesting the lawsuit vigorously. Accordingly, no provision has been
made for such Make Whole Payment in the accompanying consolidated financial statements, and the
estimated low range of the shutdown costs has decreased by approximately $44.6 million from the
September 30, 2005 estimate of $89.0 million related primarily to such Make Whole Payment. The
Company recognized costs of approximately $44.4 million relating to the shutdown, of which
$43.2 million have been paid and $1.2 million are included in current liabilities in the Company's
consolidated balance sheet at December 31, 2005. The Company does not expect the shutdown costs to
have a material impact on its liquidity position. Such costs have been and should be more than offset by
the proceeds received in November 2005 from the sale of the Rainbow 1 direct broadcast satellite to
EchoStar for $200 million.

Theaters

Clearview Cinemas operates 53 motion picture theaters containing 265 screens in the New York
metropolitan area. The theaters were acquired in transactions completed in 1998 and 1999.

The WIZ

The WIZ, an electronics retailer that sold primarily video and audio equipment, home office equipment,
compact disks and other pre-recorded music, digital video disks, and VHS video and other pre-recorded
movies, had 17 stores in the New York City metropolitan area at December 31, 2002. In March 2003, the
Company transferred the 'stock of its subsidiary, Cablevision Electronics Investments, Inc. which owned
The WIZ stores to GBO Electronics Acquisition, LLC and exited the retail electronics business. See
"Legal Proceedings." ‘ ’

Northcoast Communications.
CSC Holdings holds a 49.9% interest, and certain preferential distribution rights, in Northcoast
Communications. In May 2003, Northcoast Communications completed its sale of spectrum licenses

covering 50 U.S. markets to Verizon Wireless for approximately $763 million in cash. Of the gross
proceeds, a portion was used to retire the Northcoast Communications FCC related debt of approximately

(13)




$51 million. The balance of the proceeds were distributed to Northcoast Communications' partners. Our
share of the proceeds was approximately $651 million. All of the funds were used to repay bank debt.. In
March 2004, Northcoast Communications agreed to sell its Cleveland PCS business to an unaffiliated
entity. The sale of Cleveland PCS was consummated in July 2004. The Company did not record any
gain or loss in connection with the sale. The Company's investment in Northcoast Communications Was
zero at December 31, 2005 and 2004.

PVI Virtual Media

PVI Virtual Media Services LLC is a wholly-owned subsidiary of the Company, which markets a real
time video insertion system that through patented technology places computer generated electronic
images into telecasts of sporting events and other programming.

Other Assets

An indirect subsidiary of Rainbow Media Holdings owns a 90% interest in an entity, DTV Norwich LLC
that holds FCC licenses in 45 metropolitan areas in the United States, including New York, Miami, Los
Angeles, and Cleveland, to provide multichannel video distribution and data service ("MVDDS"), which
could be used to distribute video, data or other applications to subscribers via terrestrial transmission
facilities and rooftop antennas.

We also own 9,311,147 shares of Charter Communications common stock, 9,790,000 shares of Adelphia
Communications Class A common stock, 3,449,785 shares of AT&T Inc. common stock (adjusted‘ to
reflect merger with SBC Communications), and 14,318,412 shares of Comcast common stock acquired in
connection with the sale of certain cable television systems. All of these shares other than 9,790,000
shares of Adelphia Communications have been monetized pursuant to collateralized prepaid forward
contracts. We also own 12,742,033 shares of General Electric common stock acquired in connection with
the sale of our interest in the Bravo programming service and 800,000 shares of Leapfrog Enterprises,
Inc. common stock, which shares were originally monetized under collateralized prepaid forward
contracts in January 2003 and April 2003, respectively.

Competition

Cable Television

Our cable television systems compete with a variety of other television programming delivery systems,
including satellite delivered signals, delivery systems of incumbent telephone companies and broadcast
television signals available to homes within our matket by over-the-air reception.

The primary competitor to our cable television systems is direct broadcast satellite (DBS). Two major
DBS services, EchoStar and DirecTV, are now available to the vast majority of our customers. DBS
providers serve over 27% of households that subscribe to multichannel video programming services.
News Corporation's acquisition of a controlling interest in DirecTV in 2003 significantly increased its
competitive position. Federal laws also permit DBS systems to retransmit local broadcast television
signals to their customers. This has also enhanced the competitive position of DBS. Our ability to
compete with these DBS services is also affected by the quality and quantity of programming available to
us and to them. One of these services, DirecTV, has exclusive arrangements with the NFL that glves it
access to programming that we cannot offer.

Another source of competition is incumbent telephone companies such as Verizon and AT&T. Verizon
and AT&T Inc. are constructing systems designed to provide video programming as well as voice and
data services to residential customers in parts of our service area, and have announced plans for
construction in additional parts. Verizon has obtained authorizations to provide video programming in
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several localities in New York and has begun doing so in some areas. AT&T has announced its intent to
provide video programming services in Connecticut and is seeking an exemption from the state's cable
franchise and other cable regulatory requirements. The existence of a new, broadly-deployed network
with the capability of providing video, voice and data services, particularly one subject to a lesser
regulatory burden, could present a significant competitive challenge to the Company.

Other sources of actual or potential video competition to cable systems include broadcast television
stations, private home dish earth stations, multichannel multipoint distribution services ("MMDS"),
which deliver television programming over microwave super-high frequency channels received by
subscribers with a special antenna, satellite master antenna television ("SMATV") systems, which like
MMDS generally serve large multiple dwelling units under an agreement with the landlord, and new
services such as wireless local multipoint distribution service ("LMDS"), and MVDDS. The statutory
definition of a cable system excludes facilities that do not use public rights-of-way. This exempts
wireless services from local franchise and other requirements applicable only to cable system operators;
No MVDDS systems have yet been commercially deployed in the United States.

In addition, competitive service providers that utilize the public rights-of-way can operate an "open video
system" (OVS) subject only to selected portions of the federal regulations applicable to our cable
systems, but still subject to certain local municipal franchising powers. RCN Corporation is currently
operating OVS systems that compete with us in portions of New York City. Cable systems also compete
with entities that make videotaped movies and programs available for home rental or sale.

Notwithstanding any of the foregoing, there can be no assurance that existing, proposed or as yet
undeveloped technologies, including technologies that provide video over the Internet comparable to
what we provide to our subscribers, will not become dominant in the future and render our cable
television systems less profitable or even obsolete.

'High;Speed Data

Our high-speed data offering to consumers, Optimum Online, faces intense competition from other -
providers of high-speed Internet access services, including DSL service offered by local telephone
companies. In addition, DBS providers have tested the use of certain spectrum to offer satellite-based
high-speed data services and are offering broadband data services via partnerships and marketing
arrangements with other DSL providers such as Verizon, AT&T and Earthlink. The FCC has allocated
spectrum for use by licensed and unlicensed providers of wireless broadband service including LMDS

and MVDDS, which, if offered within Cablevision's service area, could compete with our high-speed data
offering.

VoIP

Our VoIP service, Optimum Voice, faces intense competition from other providers of voice services,
including local exchange carriers such as Verizon and other competitive providers of voice services, as
well as VoIP providers like Vonage that do not own networks but can prov1de service to any person with
a broadband connection from a cable company or other network.

Programming and Entertainment

Rainbow Media Holdings' programming networks compete in two highly competitive markets. First,-our
programming networks compete with other programming networks to obtain distribution on cable
television systems and other multichannel video programming distribution systems, such as DBS, and
ultimately for viewing by each system's subscribers. Second, our programming networks compete with
other video programming distributors, including broadcasters and other programming entities, to secure
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desired entertainment and sports programming. In each of these markets, some of our competitors are
large publicly held companies that have greater financial resources than we do.

Distribution of Programming Networks

The business of distributing programming networks to cable television systems and other multichannel
video programming distributors is highly competitive, and most existing channel capacity is in use. In
distributing a programming network, we face competition with other providers of programming networks
for the right to be carried by a particular cable system or other multichannel video programming
distribution system, and for the right to be carried by such system on a preferential "tier." Once our
network is selected by a cable or other multichannel video programming distribution system, that network
competes for viewers not only with the other channels available on the system, but also with off-air
broadcast television, pay-per-view channels.and video-on-demand channels, as well as online services,
radio, print media, motion picture theaters, DVDs, video cassettes and other sources of information,
sporting events and entertainment.

Important to our success in each area of competition Rainbow Media Holdings faces are the prices it
charges for its programming networks, the quantity, quality and variety of the programming offered on its
networks, and the effectiveness of the networks' marketing efforts. The competition for viewers in the
context of nonpremium programming networks is dlrectly correlated with the competition for advertising
revenues with each of our competitors.

Our ability to successfully compete with other programming networks may be hampered because the
cable television systems, DBS services or other systems through which distribution is sought may be
affiliated with other programming networks. In addition, because such affiliated cable television systems
or DBS services may have a substantial number of subscribers, the ability of such programming networks
to obtain distribution on affiliated cable television or DBS services may lead to increased subscriber and
advertising revenue for such networks because of their increased penetration compared to our
programming networks. Even if such affiliated cable television or DBS operators were to continue to
carry our programming networks, there is no assurance that such cable television or DBS operators would
not move our networks to less desirable tiers in the operators’ service offerings while moving the
affiliated programming network to a more desirable tier, thereby giving the affiliated programming
network a competitive advantage. :

New programming networks with affiliations to desired broadcasting networks like NBC, ABC, CBS or
FOX may also have a competitive advantage over our networks in obtaining distribution through the
"bundling" of affiliation agreements with agreements giving. the cable system the right to carry the
broadcasting network.

An important part of our strategy involves. exploiting identified niches of the viewing audience that are
generally well-defined and limited in size. Rainbow Media Holdings has faced and will continue to face
increasing competition as other programming networks are launched that seek to serve the same or similar
niches. '

Sources of Programming

We also compete with other progtamming networks to secure desired programming. Although some of
this programming is generated internally through our efforts in original programming, most of our
programming is obtained through agreements with other parties that have produced or own the rights to
such programming. Competition for this programming will increase as the number of programming
networks increases. Other programming networks that are affiliated with programming sources such as
movie or television studios, film libraries or sports teams may have a competitive advantage over us in
this area.




Competition for Entertainment Programming Sources

With respect to the acquisition of entertainment programming, such as syndicated programs and movies,
which are not produced by or specifically for programming networks, our competitors include:

s national commercial broadcast television networks,

o local commercial broadcast television stations,

e the Public Broadcasting Service and local public television stations,
e pay-per-view programs, and |

e other cable programming networks.

Some of these competitors have exclusive contracts with motion picture studlos or mdependent motlon
picture distributors or own film librariés.

N\

Competition for Sports Programming Sources

Because the loyalty of the sports viewing audience to a sports programming network is driven by loyalty
to a particular team or teams, access to adequate sources of sports programming is particularly critical to
our sports networks. Our sports networks compete for local and regional rights for teams or events
principally with: ' ' :

o national or regional cable networks that specialize in or carry sports programmmg, some of which
also own or control sports teams,

o television "superstations" which distribute sports and other programming by satellite,

e the local and national commercial broadeast television networks,

s independent syndicators that acquire and resell such rights nationally, regionally and locally, and
e  direct broadcast satellite operators.

Owners of distribution outlets such as cable television systems may also contract directly with the sports
teams in their local service areas for the right to distribute a number of the teams' games on their systems.
Some of our competitors may also have ownership interests in sports teams or sports promoters. This
may give them an advantage in obtaining broadcast rights for such teams or sports.

To remain competitive in acquiring rights to sports programming, our sports networks attempt to secure
long-term rights agreements with teams and athletic conferences. Our sports networks, however, are not
always successful in doing so, and we cannot be assured that our strategy will enable our sports networks
to offer sports programming of the type and in the quanttty or quality necessary for such networks to
remain competitive.

In the New York market, the two local professional baseball teams have each organiie’d their own cable
television services featuring the games of their teams. This adversely affects the competitive position of
our regional sports programming networks in New York.

In addition to the above considerations, we operate in an environment that is affected by changes in
techmology. It is difficult to predict the future effect of technology on many of the factors affecting our
competitive position. For example, data compression technology has made it possible for most video
programming’ distributors to increase their channel capacity, which may reduce the competition among
programming networks and broadcasters for channel space. As more channel space becomes available,
the position of our programmlng networks in the most favorable tiers of these dxstnbutors would be an
important goal.
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Competition for Advertising Revenue

" The financial success of our programming businesses also depends in part upon unpredictable and volatile
factors beyond our control, such as viewer preferences, the strength of the advertising market, the quality
and appeal of the competing programming and the availability of other entertainment activities. A shift in
viewer preferences could cause our programming to decline in popularity, which could cause a decline in
advertising revenues and could jeopardize renewal of our contracts with distributors. A decline in
available advertising expenditures by advertisers could also cause a decline in advertising revenues
regardless of a change in viewer preferences, especially from increased competition by other
programmers providing similar programming. In addition, our competitors may have more flexible
programming arrangements, as well as greater volumes of production, distribution and capital resources,
and may be able to react more quickly to shifts in tastes and interests.

Madison Square Garden - Sports and Entertainment Businesses

In addition to the competition faced by its programming networks (as discussed above), our sports teams'
- financial success is dependent on their ability to generate advertising sales, paid attendance, luxury box
rentals, and food, beverage and merchandise sales. To a large extent, the ability of the teams to build
excitement among fans, and therefore produce higher revenue streams, depends on the teams' winning
performance, which generates regular season and playoff attendance and luxury box rentals, and which
supports increases in prices charged for tickets, luxury box rentals, and advertising placement. Each
team's success is dependent on its ability to acquire highly competitive personnel. The governing bodies
of the NBA and the NHL have the power and authority to take certain actions that they deem to be in the
best interest of their respective leagues, which may not necessarily be consistent with maximizing the
professional sports teams' results of operations. Madison Square Garden and Radio City Music Hall
compete with other entertainment venues in the New York metropolitan area. Competition is affected
primarily by the quality of the sports and entertainment offered to consumers and, to a lesser extent, by
factors such as price, arena quality and location. :

Clearview Cinemas

Clearview Cinemas as a smaller, regional film exhibitor, competes with a number of large theater chains
and independent theaters with respect to acquiring licenses to films and attracting patrons. The principal
competitive factors in obtaining films from distributors include licensing terms, seating capacity, location,
prestige of the theater chain and of the particular theater, quality of projection and sound equipment and
the exhibitor's ability and willingness to promote the distributor's films. Most of our competitors are in a
stronger competitive position than Clearview Cinemas based upon these factors. We believe that the
principal competitive factors in attracting film audiences are the availability of marketable films, the
location of theaters, theater comfort and environment, projection and sound quality, level of service and
ticket price. The theater exhibition industry also faces competition from other motion picture exhibition
delivery systems, such as network, syndicated, pay television, DVD and other home video systems.

Lightpath

Lightpath faces substantial competition from large incumbent local exchange carriers ("ILECs"), such as
Verizon and AT&T, which are the dominant providers of local telephone and broadband services in their
respective service areas, smaller independent ILECs, such as Frontier/Citizens and Warwick Valley
Telephone Company, and VolP providers such as Vonage. 1LECs have significant advantages over
Lightpath, including greater capital resources, an existing fully operat10na1 local network, and long-
standing relationships with customers.

While Lightpath and the ILECs are competitors, Lightpath must enter into interconnection agreements
with each JLEC so that Lightpath's customers can make and receive calls to and from customers served by
the ILECs and other telecommunications providers. Federal and state law and regulations require ILECs
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to enter into such agreements and provide such facilities and services, at prices subject to regulation. The
specific price, terms and conditions of each agreement, however, depend on the outcome of negotiations
between Lightpath and an ILEC. Agreements are also subject to approval by the state regulatory
commissions. Lightpath has entered into interconnection agreements with Verizon for New York, New
Jersey and portions of Connecticut and with AT&T for portions of Connecticut, which have been
approved by the respective state commissions. Lightpath also entered into interconnection agreements
with regional carriers in New York and New Jersey. These agreements, like all interconnection
agreements, are for limited terms and are requlred to be renegotiated, arbitrated and approved subject to
the laws in effect at that time.

Lightpath also faces competition from one or more competitive access providers and other new entrants in
the local telecommunications and data marketplace, competitive local exchange carriers ("CLECs"). In
addition to the ILECs and CLECs, other potential competitors capable of offering voice and broadband
services include electric utilities, long distance carriers, microwave carriers, wireless telephone system
operators (such as cellular, PCS, and specialized mobile radio), and private networks built by large end
users. A continuing trend toward business combinations and alliances in the telecommunications industry
may create stronger competition for Lightpath.

Regulation

Cable Television

Our cable television systems are subject to extensive federal, state and local regulations. Our systems are
regulated under congressionally imposed uniform national guidelines, first set in the Cable
Communications Policy Act of 1984 and amended by the Cable Television Consumer Protection and
Competition Act of 1992 and the Telecommunications Act of 1996.

Franchising. Federal law authorizes states or locahtles to franchlse our cable television systems but sets
limits on their franchising powers. It sets a ceiling on cities and other communities imposing franchise
fees of not more than 5% of our gross revenues from our provision of cable service. It prohibits localities
from requiring us to carry specific programming services, and protects us in seeking franchise renewals
by limiting the factors a locality may consider and requiring a due process hearing before denial of
renewal. Our franchising authorities cannot grant an exclusive cable franchise to us and cannot
unreasonably refuse to award an additional franchise to compete with us.

PEG and Leased Access. Localities may require free access to public, educational or governmental
channels on our systems. We must make a limited number of commercial leased access channels
available for potentially competitive video services.

Tiering/A La Carte. Federal law requires us to establish a "basic service" package consisting, at a
minimum, of all local broadcast signals that we choose to carry, as well as, if the locality requests, all
public, educational and governmental access programming carried by our systems. We are also required
to carry leased access programming on the most widely purchased tier. Federal law does not otherwise
dictate the number or nature of programming services carried by a cable operator on each service tier.

Rate Regulation. In some of our cable systems, the rates for our basic service package are subject to
regulation by local franchising authorities. Local municipalities or state cable television regulators may
also regulate the rates we charge for the installation and lease of the equipment used by subscribers to
receive the basic service package, 1nclud1ng_ equipment that may also be used to receive other packages of
programming, and the installation and monthly use of connections for additional television sets.

We are permitted to compute our regulated equipment rates by -aggregating our costs of broad categories
of equipment at the franchise, system, regional or company level.
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The FCC's rules prevent us, unless we can justify higher rates on the basis of our costs, from raising the
rates we charge for the basic service package beyond an inflation indexed amount, plus increases in
certain costs beyond our control, such as taxes, franchise fees and increased programming costs that
exceed the inflation index. Increases in fees we pay to broadcast stations for the retransmission of their
signals may also be passed through to our subscribers.

The FCC also adopted guidelines for "cost-of-service" showings, pursuant to which we can attempt to
justify rates in excess of the basic service package benchmarks. The FCC in addition permits rate
adjustments attributed to the cost of a rebuild or a substantial upgrade of our cable systems plant.

Rate regulation, including regulation of our basic service package, is by federal law eliminated if one of
our cable systems is subject to "effective competition” from another multichannel video programming
distributor, such as a telephone company, a DBS operator, or a competing OVS or cable company like
RCN Corporation. Our cable television systems gain greater flexibility in packaging and pricing when
the FCC makes a finding of "effective competition" based on such competition. We have been successful
in obtaining from the FCC such an "effective competition” finding in a number of communities in our
market and are currently seeking such a finding in other communities.

The FCC had authority to reduce the rates for our service packages other than our basic service package
but that authority has now expired. Services that we offer on a per channel or per program basis, like
HBO, have never been subject to rate regulation by either local municipalities or the FCC.

Must-Carry/Retransmission Consent. We are required by federal law to carry all local broadcast stations
("must-carry"), or, at the option of a local broadcaster, to obtain the broadcaster's prior consent for
retransmission of its signal. A substantial number of local broadcast stations currently carried by our
cable television systems have elected to negotiate for retransmission consent. Our cable television
systems have reached retransmission consent agreements with most broadcast stations they currently
carry, but the potential remains for broadcast station carriage to be discontinued if such an agreement is
not renewed following its éxpiration. :

Congress has established a "hard" date of February 17, 2009, as the deadline by which broadcasters must
relinquish their analog spectrum. No later than February 18, 2009, they must transmit solely in digital
format. When a broadcaster completes its transition from analog to digital transmission, only its primary
digital video stream will be entitled to must-carry. The FCC has twice found that "dual must carry" rules
(requiring cable systems to carry both the analog and digital broadcast signals) would be unconstitutional.
The FCC has also ruled that broadcasters may not demand mandatory carriage for other than the primary
digital video programming stream. The orders rejecting dual must carry and mandatory "multicasting”
are currently subject to petitions for reconsideration pending for the FCC.

Ownership Limitations. Congress has required the FCC to set limits on the number of channels that we
can program with programming services we control, and a national limit on the number of subscribers we
can serve. In 2001, a federal appellate court held unconstitutional the FCC's rules establishing a 40%
limit on the number of channels of one of our cable television systems that can be occupied by
programming services in which we have an attributable interest and a national limit of 30% on the
number of multichannel video households that we can serve. The FCC is reviewing its ownership rules in
light of that decision.

Set Top Boxes. The FCC requires cable operators to separate security from non-security functions in
digital set-top boxes in order to permit the manufacture and sale of these devices by third parties. By July
2007, cable operators themselves must cease providing digital set-top boxes that integrate security
functions with the other capabilities provided by these boxes. The FCC also requires cable operators to
allow consumers to connect televisions and other consumer electronics equipment with a slot for a cable
security card directly to digital cable systems to enable receipt of one-way d1g1ta1 programming without
need for a set-top box. ‘
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Network Blackout/Nonduplication. FCC rules require that we black out certain network and sports
programming on imported distant broadcast television signals upon request. The FCC also requires that
we delete syndicated programming carried on distant signals upon the request of any local
television/broadcast station holding the exclusive right to broadcast the same program within our local
television market. ’

Other Regulation. The FCC regulates us in such areas as customer service, technical standards, privacy,
rates for leased access channels, and obscenity. The FCC is also tasked by Congress to promote
compatibility between cable television systems and other consumer electronic equipment. The FCC is
currently reviewing proposed standards for compatibility of digital equipment. '

The FCC also imposes restrictions on our origination cablecasting channels and imposes rules governing
political broadcasts; ownership and control of cable home wiring in single family residences and multiple
dwelling. units; closed captioning on networks we carry; and limitations on advertising contained in
children's programming that we carry.

The FCC requires us to pay annual "regulatory fees" for its services that we may pass on to subscribers.
Other fees are assessed for the FCC licenses we hold for business radio, cable television relay systems
and earth stations. These fees may not be collected from our subscribers.

The FCC has authority to regulate utility company rates for cable rental of pole and conduit space unless
states establish preemptive regulations in this area. The states in which our cable television systems
operate have adopted such regulations.  Utilities must provide cable television systems and
telecommunications carriers with nondiscriminatory access to any pole, conduit or rights-of-way
controlled by the utility.

The FCC has adopted regulations to govern the charges for pole attachments used by companies
providing telecommunications services, including cable operators. The FCC's authority to set pole access
rates for cable Internet access services has been upheld by the Supreme Court, reducing potential costs to
us for such attachments. The states in which we operate have, to date, adopted the FCC regulations,
although they remain free to adopt other pole attachment rules. ‘

Federal Copyright Regulation. We are required to pay copyright royalty fees to receive a statutory
compulsory license to carry broadcast television signals. The U.S. Copyright Office has increased our
royalty fees from time to time and has, at times, recommended to Congress changes in the statutory
compulsory licenses for cable television carriage of broadcast signals. Such changes, if made, could
adversely affect the ability of our cable television systems to obtain such programming, and could
increase the cost of such programming.

State and Municipal Regulation of Cable Television. Regulatory responsibility for local aspects of the
cable business. such as franchisee selection, system -construction, safety, and consumer services remains
with either state or local officials and, in the jurisdictions in which we operate, with both.

New York, New Jersey and Connecticut laws provide for comprehensive state-wide cable regulation,
including approval of transfers of our cable franchises and consumer protection legislation.. State and
local franchising jurisdiction, however, must be exercised consistently with federal law. Among the more
significant federal restrictions is a 5% ceiling on franchise fees and mandatory renegotiation of certain
franchise requirements if warranted by changed circumstances.

High-Speed Internet
In March 2002, the FCC determined that services like Optimum Online should be classified as

"information services" for regulatory purposes, and the Supreme Court upheld that determination. The
FCC has traditionally subjected information services to a lesser degree of regulation than
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"telecommunications services,” which are offered to the public for a fee on a common carrier basis. The
FCC has asked whether it should nonetheless require cable operators to provide transmission capacity to
unaffiliated Internet service providers. The outcome of the FCC's proceeding could affect the regulatory
obligations imposed on Optimum Online, and the extent to which states and local authorities may regulate
it or assess fees upon revenues generated by it. The FCC has adopted principles, but not rules, that
similarly state that consumers are entitled to access all lawful Internet content using thCII' broadband
connections.

VoIP

The regulatory treatment of Voice over Internet Protocol, or VoIP, services like Optimum Voice is
uncertain. Congress and several state commissions are examining issues surrounding the provision of
VoIP. In February 2004, the FCC initiated a generic rulemaking proceeding concerning the legal and
regulatory implications of IP-based services, including VoIP services. In November 2004, the FCC
determined that VoIP services with certain characteristics, including cable-provided VoIP services, are
interstate services subject to federal rather than state jurisdiction. The FCC's determination has been
appealed to a federal court of appeals. Congress and several state commissions also are reviewing the
provision of VoIP services.

Programming and Entertainment

Cable television programming networks, such as those owned by Rainbow Media Holdings, are regulated
by the FCC in certain respects if they are affiliated with a cable television system operator like
Cablevision. Other FCC regulations, although imposed on cable television operators and satellite
operators, affect programming networks indirectly. To the extent that regulations and laws, either
presently in force or proposed, hinder or stimulate the growth of the cable television and satellite
industries, Rainbow Media Holdings' business will be directly affected.

Closed Captioning and Advertising Restrictions on Children's Programming. Certain of Rainbow Media
Holdings' networks must provide closed-captioning of programming for the hearing impaired, and its
programming intended primarily for children 12 years of age and under must comply with certain limits
on advertising.

Indecency and Obscenity Restrictions. Cable operators and broadcasters are prohibited from transmitting
obscene programming, but only broadcasters currently are subject to restrictions on the transmission of
indecent material. They may not transmit indecent programming when there is a reasonable risk of
children in the audience (6 a.m. to 10 p.m.). Penalties for violations of this restriction can be severe.

Program Access. The "program access" provisions of federal law, which expire at the end of 2007,
require us to make Rainbow Media Holdings' satellite-delivered video programming services available to
competing multichannel video programming providers, such as DBS providers and telephone companies.
Rainbow Media Holdings cannot have exclusive contracts with cable operators for these services, nor can
it discriminate in the prices, terms and conditions of sale or distribution of these services. The program-
access rules do not generally cover terrestrially-delivered programming created by cable-system afﬁhated
programmers such as Rainbow Media Holdings.

Effect of "Must-Carry" Requirements. The FCC's implementation of the statutory "must-carry”
obligations require cable and DBS operators to give broadcasters preferential access to channel space.
This reduces the amount of channel space that is available for carriage of Rainbow Media Holdings'
networks by cable television systems and DBS operators.

Satellite Carriage. All satellite carriers must under federal law offer their service to deliver Rainbow
Media Holdings and its competitor programming networks on a nondiscriminatory basis (including by
means of a lottery). A satellite carrier cannot unreasonably discriminate against any customer in its
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charges or conditions of carriage. Numerous competing satellite services today provide transponders that
Rainbow Media Holdings could use to deliver its programming networks.

Telecommunications Services

The Telecommunications Act of 1996 was enacted to remove barriers to entry in the local telephone
market that continues to be monopolized by the Bell Operating Companies ("BOCs") and other ILECs by
preempting state and local laws that restrict competition and by requiring ILECs to provide competitors,
such as cable operators and long distance companies, with nondiscriminatory access and interconnection
to the BOC and ILEC networks and access to certain portions of their communications networks (known
as network elements) at cost-based rates. The 1996 Telecommunications Act also facilitates the entry of
utility companies into the telecommunications market. '

The 1996 Telecommunications Act entitles our Lightpath subsidiary to certain rights, but as a
telecommunications carrier, it also subjects Lightpath to regulation by the FCC and the states. Lightpath's
designation as a telecommunications carrier also results in other regulations that may affect Lightpath and
the services it offers. - '

Interconnection. The 1996 Telecommunications Act requires Lightpath to interconnect directly or
indirectly with other telecommunications carriers. In some cases, interconnecting carriers must
compensate each other for the transport and termination of calls on their network (i.e., reciprocal
compensation). Accordingly, Lightpath is entitled, in some cases, to reciprocal compensation from
carriers when it terminates their originating calls on its network. With regard to reciprocal compensation,
the FCC issued an order that under certain circumstances capped reciprocal compensation for terminating
traffic based on a ratio of traffic. Traffic above the ratio is deemed to be of Internet service providers
("ISP-bound traffic") and subject to lower termination compensation. On appeal, the federal court found
that the FCC did not adequately support its findings regarding reciprocal compensation for ISP-bound
traffic and remanded the FCC's order back to the FCC for further consideration. The FCC has taken no
action on the remand from the federal court.

Unbundled Network Elements. In August 2003, the FCC reduced the number of network elements that
ILECs must offer to competitors. The FCC's August 2003 action was appealed and in March 2004 was
vacated and remanded by a federal court of appeals. In response to the remand, the FCC issued new rules
in February 2005 regarding the network elements ILECs are required to make available. Those rules
currently are being challenged before the same federal court of appeals. The FCC has also initiated a
comprehensive review of its rules setting the price that competitors pay for ILEC network elements.
Although Lightpath does not rely principally on the network elements purchased from ILECs, the
ultimate outcome of the appeal or any subsequent FCC action could affect Lightpath's and other
competitors' ability to obtain access to elements of the ILECs' networks they require to provide service to
their customers.

Unzversal Service. Lightpath is subject to federal and state regulations that implement universal service
support for access to telecommunications services and information services by rural, high-cost, and low-
income markets at reasonable rates; and access to advanced telecommunications services by schools,
libraries, and rural health care providers. Currently, the FCC assesses Lightpath for payments and other
subsidies on the basis of a percentage of interstate revenue it receives from certain customers. The FCC
adopted new rules regarding the assessment of universal service contributions in December 2002. Instead
of assessing universal service contributions based on revenues accrued six months prior, contributions
now are based on projections of revenue. Also, the FCC placed limits on the mark-up carriers may place
on the universal service line items on their customer bills. Several parties have asked the FCC to
reconsider these rules. States may also assess such payments and subsidies for state universal service
programs.
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Other Regulation. Lightpath is also subject to other FCC requirements in connection with the interstate
long distance services it provides, including the payment of fees to fund the Telecommunication Relay
Services fund, local number portability administration, the North American Numbering Plan, and the
payment of regulatory fees to support the FCC.

Access Charges. Like ILECs, CLECs may assess interstate access charges on interexchange carriers
whose customers access the ILEC or CLEC's local network. The FCC has issued an order implementing
a benchmark for decreasing access rates that CLECs can charge, moving such rates in alignment with
lower ILEC access rates.

State Regulation. Lightpath is also subject to regulation by the state commissions in each state in which it
provides service. In order to provide service, Lightpath must seek approval from each such state
commission and may at times require local approval to construct facilities. Lightpath is currently
authorized and provides service in New York, Connecticut, and New Jersey.

Lightpath's regulatory obligations vary from state to state and include some or all of the following
requirements: filing tariffs (rates, terms and conditions); filing operational, financial, and customer
service reports; seeking approval to transfer the assets or capital stock of the telephone company; seeking
approval to issue stocks, bonds, and other forms of indebtedness of the telephone company; reporting
customer service and quality of service requirements; making contributions to state universal service
support programs; geographic build-out; and other matters relating to competition.

MVDDS

An indirect subsidiary of Rainbow Media Holdings owns a 90% interest in an entity that holds
multichannel video distribution and data service ("MVDDS") licenses in 45 metropolitan areas including
New York, Miami, Los Angeles, and Cleveland. These licenses are for a 10 year term, with a renewal
expectancy based on a showing of "substantial service” within each of these market areas at the end of 5
and 10 years into the license period. The FCC’s rules prohibit the Company from holding more than a
20% interest in the MVDDS license in the New York market because of common ownership with the
Company's cable systems there, Absent a waiver of this restriction by the FCC, the Company would need
to divest all or a sufficient portion of its investment in the New York City MVDDS license to comply
with the restriction. On October 13, 2005, the FCC granted a one-year extension, until October 23, 2006,
for the Company to come into compliance with the FCC's ownership restrictions. We cannot provide any
assurance that the FCC would grant a further waiver necessary for the Company to retain its interest in the
New York license. o

Employees and Labor Relations
As of December 31, 2005, we had 12,768 full-time, 2,698 part-time and 4,959 temporary employees of

which 425, 965 and 2,698, respectively, were covered under collective bargaining agreements. We
believe that our relations with employees are satisfactory.
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Item 1A. Risk Factors

We have substantial indebtedness and we are highly leveraged, which reduces our capability to
withstand adverse developments or business conditions.

We have incurred substantial amounts of indebtedness to finance operations, to upgrade our cable plant
and acquire other cable television systems, programming networks, sources of programming and other
businesses. We also have incurred indebtedness in order to offer our new services to our current and
potential customers. We have also incurred, substantial debt to pursue activities outside our core
businesses such as our acquisitions of the Wiz, Clearview Cinemas and our development of Rainbow
DBS. We may continue to incur substantial amounts of debt in the future for these and other purposes,
including possibly for a special dividend  as. discussed below. At December 31, 2005, our total
indebtedness aggregated $9.8 billion. Because of our substantial indebtedness, we are highly leveraged
and we will continue to be highly leveraged. . This means that our payments on our borrowings are
significant in relation to our revenues and cash flow. This leverage exposes us to significant risk in the
event of downturns in our businesses (whether through competitive pressures or otherwise), in our
industries or in the economy generally, because although our cash flows would decrease in this scenario,
our required payments in respect of indebtedness will not.

Our financial statements reflect substantial losses from continuing operations and a significant
Stockholders’ deficiency, and we expect that our net losses, absent one-time gains, may continue and
remain substantial for the foreseeable future, which may reduce our ability to raise needed capital.

We reported losses from continuing operations of $120.9 million, $469.6 million and $274.8 million for
the years ended December 31, 2005, 2004 and 2003, respectively. Our losses from continuing operations
primarily reflect our high interest expense, our preferred stock dividends (through May 2004) and
depreciation and amortization charges, which may continue to be significant. Qur continuing losses may
limit our ability to raise needed financing, or to do so on favorable terms, as those losses are taken into
account by the organizations that issue investment ratings on our indebtedness.

Our Board of Directors may decide to declare a speczal dividend, all of the funding for which will come
from additional indebtedness, which will increase our leverage.

The Board of Directors of Cablevision has announced that it expects to begin reconsideration of a special
dividend at its regularly scheduled meeting in March 2006. There can be no assurance that the Board will
decide to move forward with a special dividend. If the Board of Directors of Cablevision declares a
special dividend, all of the funds to pay that dividend will come to Cablevision from CSC Holdings as a
dividend. CSC Holdings would need to raise those funds through the incurrence of additional debt. We
are already highly leveraged. The incremental borrowings associated with a special dividend would
substantially increase our leverage. In addition, these additional borrowings would increase our interest
expense and our other debt service requirements, which are already substantial, and would reduce our
borrowing capacity and financial flexibility. , Accordingly, we may continue to incur losses from
continuing operations and net losses for the foreseeable future. A special dividend would also increase
our stockholders' deficiency.

A lowering or withdrawal of the ratings assigned to our debt securities by ratings agencies may further
increase our borrowing costs and reduce our access to capital.

Our debt ratings are below the "investment grade" category, which results in higher borrowing costs as
well as a reduced pool of potential purchasers of our debt as some investors will not purchase debt
securities that are not rated in an investment grade rating category. In addition, there can be no assurance
that any rating assigned will remain for any given period of time or that a rating will not be lowered or
withdrawn entirely by a rating agency, if in that rating agency's judgment, future circumstances relating to
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the basis of the rating, such as adverse changes, so warrant. A lowering or withdrawal of a rating may
further increase our borrowing costs and reduce our access to capital.

Our financial performance may be harmed by the significant and credible risks of competttzon in our
cable television, high-speed data and voice businesses.

Competition in our various business segments could adversely affect our business and financial results
and our ability to service our debt. We compete with a variety of video programming distribution
systems, including:

e broadcast television stations,

e direct broadcast satellite systems,

¢ multichannel multipoint distribution services,
e satellite master antenna television systems, and
e private home dish earth stations.

For example, two major direct broadcasting satellite, or DBS, services, EchoStar and DirecTV, are
available to the vast majority of our customers. DBS services have attracted large subscriber bases, a
significant portion of which are persons who were, or would have been, cable television subscribers.
News Corporation's acquisition of a controlling interest in DirecTV in 2003 significantly increased its
competitive position. Federal laws also permit DBS systems to retransmit local broadcast television
signals to their customers. This has also enhanced the competitive position of DBS. Our ability to
compete with these DBS services is also affected by the quality and quantity of programming available to
us and to them. One of these services, DirecTV, has exclusive arrangements with the NFL that gives
them access to programming that we cannot offer.

Another source of competition is incumbent telephone companies such as Verizon and AT&T. Verizon
and AT&T Inc. are constructing systems designed to provide video programming as well as voice and
data services to residential customers in parts of our service area, and have announced plans for
construction in additional parts. Verizon has obtained authorizations to provide video programming in
several localities in New York and has begun doing so in some areas. AT&T has announced its intent to
provide video programming services in Connecticut and is seeking an exemption from the state's cable
franchise and other cable regulatory requirements. The existence of a new, broadly-deployed network
with the capability of providing video, voice and data services, particularly one subject to a lesser
regulatory burden, could present a significant competitive challenge to the Company.

Actual or potential video competition to cable systems is also possible from wireless LMDS and
MVDDS. In addition, competitive service providers that utilize the public rights-of-way can operate an
open video system, or OVS. RCN Corporation is currently operating OVS systems that compete with us
in portions of New York City. Cable systems also compete with the entities that make videotaped mov1es
and programs available for home rental or sale.

Our high-speed data offering to consumers faces intense competition from other providers of high-speed
Internet access including DSL service offered by local telephone providers. These lines may also be used
to offer video programming in competition with our cable systems. In addition, DBS providers have
tested the use of certain spectrum to offer satellite-based high-speed data services and are offering
broadband data services via partnerships and marketing arrangements with other DSL providers such as
Verizon, AT&T and Earthlink. The FCC has allocated spectrum for use by licensed and unlicensed
providers of wireless broadband service, including LMDS and MVDDS, which, if offered Wlthm
Cablevision’s service area, could compete with our high-speed data offering.




Our voice service offerings to consumers face intense competition from other providers of voice services,
including local exchange carriers such as Verizon and other competitive providers of voice services, as -
well as VoIP providers like Vonage.

Our ability to meet our obligations under our indebtedness may be restricted by limitations on our
subsidiaries’ ability to send us funds.

Our principal subsidiaries include various entities that own cable television systems or own interests in
programming networks. Our ability to pay interest on and repay principal of our outstanding
indebtedness is dependent primarily upon the operations of our subsidiaries and the distributions or other
payments of the cash they generate to us in the form of dividends, loans or advances. Our subsidiaries are
separate and distinct legal entities and have no obligation, contingent or otherwise, to pay any amounts
due on our public indebtedness or to make any funds available to us to do so. Rainbow National Services
LLC, is a party to a credit agreement and indentures that contain various financial and operating
covenants that restrict the payment of dividends or other distributions. In addition, our subsidiaries’
creditors, including trade creditors, in the event of a liquidation or reorganization of any subsidiary, would
be entitled to a claim on the assets of such subsidiaries, including any assets transferred to those
subsidiaries, prior to any of our claims as a stockholder. Creditors of our subsidiaries are likely to be paid
in full before any distribution is made to us. To the extent that we are a creditor of a subsidiary, our
claims would be subordinated to any security interest in the assets of that subsidiary and/or any
indebtedness of that subsidiary senior to that held by us.

Qur ability to incur debt and the use of our funds are limited by significant restrictive covenants in
financing agreements.

Our credit facilities and debt instruments contain various financial and operating covenants that, among
other things, require the maintenance of financial ratios and restrict the relevant borrower's ability to incur
debt from other sources and to use funds for various purposes, including investments in some
subsidiaries. Violation of these covenants could result in a default that would permit the parties who have
lent money under such credit facilities and such other debt instruments to:

e restrict the ability to borrow undrawn funds under such credit facilities, and
* require the immediate repayment of the borrowings thereunder.

These events would be likely to have a material adverse effect on the value of our debt and equity
securities. :

We will need to raise significant amounts of funding over the next several years to fund capital
expenditures, repay existing obligations and meet other obligations and the failure to do so successfully
could adversely affect our business.

Our business is very capital intensive. Operating and maintaining our cable television plant requires
significant amounts of cash payments to third parties. Capital expenditures for our businesses were
$769.3 million, $697.5 million, $832.1 million in 2005, 2004 and 2003, respectively, and primarily
include payments for consumer premises equipment, such as new digital video cable boxes and modems,
as well as infrastructure and maintenance expenditures on our cable and Lightpath telecommunications
network, in addition to the capital requirements of our other businesses. We expect these capital
expenditures to continue to be significant over the next several years, as we continue to market our video,
high-speed data and voice services to our customers. Some of our subsidiaries have substantial future
capital commitments in the form of long-term contracts that require substantial payments over a long
period of time. For example, rights agreements with sports teams under which their games are carried on
the networks of certain of our programming subsidiaries almost always involve multi-year contracts that
are difficult and expensive to terminate. In addition, if we fail to spend the requisite amounts under our
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affiliation agreement with EchoStar, up to a maximum of $500 million during the 2005-2010 period in
our VOOM HD Networks programming business, EchoStar may terminate the affiliation agreement. We
also face the need to renovate our Madison Square Garden Arena in the next several years or pursue a
relocation alternative either of which would require significant funding. Accordingly, if we are forced to
cancel or scale back current and future spending programs as described above, our choice of which
spending programs to cancel or scale back may be limited. We will not be able to generate sufficient cash
internally to both meet these obligations and repay our indebtedness at maturity. Our funding needs will
also increase if our Board of Directors decides to pay a special dividend as described above.
Accordingly, we will have to do one or more of the following: ' '

e raise additional capital, through debt or equity issuances or both,
e cancel or scale back current and future spending programs, or
e scll assets or interests in one or more of our businesses.

However, you should not assume that we will be able to raise any required additional capital or to do so
on favorable terms. If we are unable to pursue our current and future spending programs, we may be
forced to cancel or scale back those programs. Our choice of which spending programs to cancel or
reduce may be limited. Failure to successfully pursue our capital expenditure and other spending plans
could materially and adversely affect our ability to compete effectively.

Government investigations relating to improper expense recognition and the timing of recognition of
launch support, marketing and other payments under affiliation agreements are pending, the scope .
and outcome of which could have a negative impact on the price of our securities and our business.

In June 2003, we reported that we had discovered certain improper expense accruals primarily at the
national programming services of our Rainbow segment. Following that announcement, investigations
were commenced by the SEC and the U.S. Attorney's Office for the Eastern District of New York. In
addition, in July 2004, in connection with our response to comments of the staff of the Division of
Corporation Finance of the SEC with respect to our filings under the Securities Exchange Act of 1934, we
provided the SEC with information with respect to certain of our previous restatements/adjustments
relating to the timing of recognition of launch support, marketing and other payments under affiliation
agreements. The SEC is continuing to investigate the improper expense recognition matter and the timing
of recognition of launch support, marketing and other payments under affiliation agreements. The matter
has occupied and will continue to occupy the time and attention of our management team. We are
cooperating fully and intend to continue to do so. Any adverse developments in connection with this
matter, including a determination that we have acted improperly, could have a material adverse effect on
our stock price, including increased stock price volatility and could negatively impact our business and
our ability to raise additional funds in the future. ‘

Litigation is pending seeking to enjoin the payment of a special dividend.

A shareholder class action was filed against Cablevision and its individual directors in, among other
jurisdictions, the New York Supreme Court for Nassau County relating to the Dolan family group's
proposal to acquire the outstanding, publicly-held interests in Cablevision. On October 24, 2005, the
Company received a letter from the Dolan family group withdrawing that proposal and recommending the
consideration of a special dividend. On November 17, 2005, the plaintiffs filed a consolidated amended
complaint in the New York Supreme Court action to relate to the special dividend proposed by the Dolan
family group. The amended complaint sought, among other things, to enjoin the payment of the special
dividend proposed. by the Dolan family group. On February 9, 2006, the plaintiffs filed a ‘second
amended complaint adding allegations related to the December 19, 2005 announcement that the Board
had decided not to proceed with the proposed special dividend, and the January 31, 2006 announcement
that the Board is expected to begin reconsideration of a possible special dividend at its regularly
scheduled meeting in March 2006.
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On December 28, 2005, a purported shareholder derivative complaint was filed in the U.S. District Court

for the Eastern District of New York alleging that certain events during 2005, including those relating to

the proposed special dividend, constitute breaches of fiduciary duty. The action is brought derivatively

on behalf of Cablevision and names as defendants.each member of the Board of Directors. The complaint

seeks unspecified damages and contribution and indemnification by the defendants for any claims
asserted against the Company as a result of the alleged breaches.

The plaintiff in a patent infringement case pending in the U.S. District Court for the Eastern District of
New York, Rates Technology Inc. v. Cablevision Systems Corp., has requested permission from the court
to file a supplemental complaint alleging that the special dividend would constitute a fraudulent
conveyance and seeking to enjoin payment of any such dividend. The underlying patent infringement

complaint, filed in July 2003, alleges that the Company s Optimum Voice products infringe two patents
owned by the plaintiff.

Programming costs of our cable television systems are increasing and we may not have the ability to
pass these increases on to our subscribers.

Programming costs paid by our cable televisionsystems have experienced a rapid increase, particularly
with respect to costs for sports programming. Programming costs are now one of our largest categories of
expenses. These increases are expected to continue, and we may not be able to pass programming cost
increases on to our subscribers due to the increasingly competitive environment. If we are unable to pass
these increased programming costs on to our subscribers, our operating results would be adversely
affected. We also face financial and other demands by broadcasters to obtain the required consent for the
retransmission of broadcast television signals to our subscribers. We may be unable to recoup these costs
from our cable television subscribers. Moreover, we could lose subscribers if we are required to stop
offering this programming. ‘

We face intense competition in obtaining content for our programming businesses.

Rainbow Media Holdings' programming businesses compete with other programming networks to secure
desired programming. Most of Rainbow Media Holdings' programming is obtained through agreements
with other parties that have produced or own the rights to such programming. Competition for and
choices of programming will increase as the number of programming networks increases. Other
programming networks that are affiliated with programming sources such as movie or television studios,
film libraries or sports teams may have a competitive advantage over Rainbow Media Holdings in this
area.

The success of our programming businesses depends upon the availability of programming that is
adequate in quantity and quality, and our ability to obtain carriage of our programming.

Rainbow Media Holdings' programming networks compete in two highly competitive markets. First, our
programming networks compete with other programming networks to obtain distribution on cable
television systems and other multichannel video programming distribution services. Second, the success
of our programming businesses depends upon the availability of programming that is adequate in quantity
and quality. In partlcular the national entertainment networks depend upon the availability of films,
television programming and music in their niche markets and the regional sports networks depend upon
the availability of local sports programming, especially professional sports programming.

The national entertainment networks are parties to film rights agreements giving the networks the right to
carry certain films during certain window -periods. The regional sports networks are parties to sports
rights agreements giving the networks the right to carry all or a portion of the games of local professional
sports teams. These rights agreements expire at varying times, may be terminated by the other party if we
are not in compliance with the terms of the agreement and, in the case of all sports rights agreements, are
subject to league rules and regulations. In addition, our programming businesses are parties to affiliation
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agreements with distributors that require those programming businesses to deliver programming that
meets certain standards as to quantity, quality or content. For example, certain affiliation agreements
require that our regional sports networks deliver a certain minimum number of local professional sports
games. We would not be able to satisfy those requirements if we did not have the rights to carry the
prerequisite number of games from the local professional sports teams. In 2005, we settled litigation with
Time Warner, which attempted to terminate its affiliation agreement with AMC, based on the allegation
that AMC had changed its programming. To the extent that we do not or are not able to satisfy the
quantity, quality or content standards set forth in our affiliation agreements, distributors may have the
right to terminate those affiliation agreements. We cannot assure you that our programming businesses
will ultimately be successful in negotiating renewals of their rights agreements or program supply
agreements or in negotiating adequate substitute rights or program supply agreements in the event that
their rights or program supply agreements expire or are terminated.

A significant amount of our book value consists of intangible assets that may not generate cash in the
event of a voluntary or involuntary sale.

At December 31, 2005, we reported approximately $9.8 billion of consolidated total assets, of which
approximately $2.6 billion were intangible. Intangible assets include franchises from city and county
governments to operate cable television systems, affiliation agreements, and amounts representing the
cost of some acquired assets and businesses in excess of their identifiable tangible and intangible assets.
While we believe that the carrying value of our intangible assets are recoverable, you should not assume
that we would receive any cash from the voluntary or involuntary sale of these intangible assets,
particularly if we were not continuing as an operating business. We urge you to read carefully our
consolidated financial statements contained herein, which provide more detailed information about these

intangible assets.

We are controlled by the Dolan family. As a result of their control of us, the Dolan family has the
ability to prevent or cause a change in control or approve, prevent or influence certain actions by us.

‘We have two classes of common stock:

e Class B common stock, which is generally entitled to ten votes per share and is entitled
collectively to elect 75% of the Cablevision board of directors, and

e Class A common stock, which is entitled to one vote per share and is entitled collectively to elect
the remaining 25% of the Cablevision Board of Directors.

As of February 24, 2006, the Dolan family, including trusts for the benefit of members of the Dolan
family, collectively owned all of Cablevision's Class B common stock, less than 2% of Cablevision’s
Class A common stock and approximately 75% of the total voting power of all the outstanding
Cablevision common stock. Of this amount, our Chairman, Charles F. Dolan, owned approximately 45%
of Cablevision's Class B common stock, less than 1% of Cablevision's Class A common stock and
approximately 33% of the total voting power of all the outstanding Cablevision common stock. The
Dolan family has executed a voting agreement that has the effect of causing the voting power of the
Class B stockholders to be cast as a block with respect to the election of the directors elected by the
Class B stockholders and any change of control transaction. The Dolan family is able to prevent a change
in control of Cablevision and no person interested in acquiring Cablevision will be able to do so without
obtaining the consent of the Dolan family. On June 19, 2005, Cablevision received a proposal from the
Dolan family to acquire the outstanding publicly-held interests in Cablevision following a pro rata
distribution of Rainbow Media Holdings, which was later withdrawn (in the withdrawal letter, the Dolan
Family recommended that the Company's Board of Directors consider a one-time, special dividend
payable pro rata to all stockholders as discussed in Item 5 below). In the going private proposal, the
Dolan family stated that they were only interested in pursuing their proposed transaction and would not
sell their stake in Cablevision. This proposed transaction would have resulted in the incurrence by CSC
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Holdings of very substantial additional indebtedness. There can be no assurances that the Dolan family
will not propose, undertake or consummate a similar transaction in the future.

As a result of the Dolan family’s ownership of all of the Class B common stock, the Dolan family has the
power to elect all the directors of Cablevision subject to election by holders of Class B common stock. In
addition, Dolan family members may control stockholder decisions on matters in which holders of all
classes of Cablevision common stock vote together as a single class. These matters could include the
amendment of some provisions of Cablevision's certificate of incorporation and the -approval of
fundamental corporate transactions. In addition, the affirmative vote or consent of the holders of at least
66-23% of the outstanding shares of the Class B common stock, voting separately as a class, is required
to approve the authorization or issuance of any additional shares of Class B common stock. Furthermore,
the Dolan family members also have the power to prevent any amendment, alteration or repeal of any of
the provisions of Cablevision's certificate of incorporation that adversely affects the powers, preferences
or rights of the Class B common stock.

One purpose of the voting agreement referred to above is to consolidate Dolan family control of
Cablevision. The Dolan family requested Cablevision's Board of Directors to exercise Cablevision's
right, as a "controlled company", to opt-out of the -New York Stock Exchange listing standards that,
among other things, require listed companies to have a majority of independent directors on their board
and to have an independent corporate governance and hominating committee. Cablevision's Board of
Directors and the directors elected by holders: of Class A common stock each approved this request on
March 8§, 2004. :

Our business is subject to extensive government regulation and changes in current or future laws or
regulations could restrict our ability to operate our busmess as we currently do.

The FCC and state and local governments extensiVely regulate the basic rates we may charge our
customers for certain of our video services. They also regulate us in other ways that affect the daily
conduct of our video delivery and video programming businesses, our telephone business and, possibly in
the future, our high-speed data services business.. Our businesses are dependent upon FCC licenses to
carry on their operations. Any action by the FCC, the states of New York, New Jersey or Connecticut, or
concerted action by local regulators, the likelihood or extent of which we cannot predict, could have a
material adverse financial effect on us. ' '

Pending FCC, Congressional and judicial proceedings may affect our businesses.

Indecency and Obscenity Restrictions.  Cable operators and broadcasters are prohibited from
transmitting obscene programming, but only broadcasters currently are subject to restrictions on the
transmission of indecent material. They may not transmit indecent programming when there is a
reasonable risk of children in the audience (6 am. to 10 p.m.). Some Members of Congress have
proposed expanding the prohibitions on indecent programming to include cable and satellite programs,
notwithstanding the availability of program blocking devices provided by cable and DBS operators.
Penalties for violations of this restriction can be severe. We cannot predict the likelihood that such
restrictions on cable programming can or will be imposed or the effect such restrictions would have on
our cable television and cable programming businesses. Some members of Congress and the Chairman of
the Federal Communications Commission have suggested that indecency restrictions for cable might be
unnecessary if cable operators were to offer a separate tier,of "family" programming or to offer
programming services for purchase on an individual, "a la carte", basis. We cannot predict whether the
FCC or Congress would mandate such a tier or offering, or the effect of either such requirement on our
cable television and cable programming businesses. -

(3D




National Franchising Standards. Congress is considering legislation that, for the telephone companies
and other wireline video competitors, would relax or eliminate some or all of the local franchising
requirements applicable to existing cable operators. The FCC is also considering whether to adopt
standards for the award of additional competitive cable franchises, and whether such standards should
also apply to the renewal of existing franchises. If adopted, these standards could make it easier for new
entrants, including Verizon and AT&T, to obtain the authorizations necessary to provide service in-
competition with us. We cannot predict whether Congress will adopt such legislation or what form it
would take, whether the FCC will impose any such standards or the effect of elther on our cable
television or cable programming businesses.

Diversity Requirements. The FCC has announced that it may open a proceeding to examine whether the
so-called “70/70 test” in the Federal Cable Act has been satisfied. Under this provision, when cable
systems with 36 or more activated channels are available to 70 percent of households within the United
States, and when 70 percent of those households subscribe to them, the FCC may promulgate any
additional rules necessary to promote diversity of information sources. We cannot predict whether the
FCC will impose any such requxrements the nature of any such requirements, or the effect of such on our
cable television or cable programming businesses.

Ownership Limitations. Congress has required the FCC to set limits on the number of channels that we
can program with programming services we control, and a national limit on the number of subscribers we
can serve. In 2001, a federal appellate court held unconstitutional the FCC's rules establishing a 30%
national multichannel subscriber limit and the 40% limit on the number of cable channels that a cable
operator like Cablevision could program with services in which it holds an attributable ownership interest.
The FCC is reviewing the ownership rules in light of that decision. We cannot predict at th1s time how
the FCC will rule on these matters. :

Must-Carry/Retransmission Consent. We are required by federal law to carry all local broadcast stations
("must-carry"), or, at the option of a local broadcaster, to obtain the broadcaster's prior consent for-
retransmission of its signal. A substantial number of local broadcast stations currently carried by our
cable television systems have elected to negotiate for retransmission consent. Our cable television
systems have reached retransmission consent agreements with most broadcast stations they currently
carry, but the potential remains for broadcast station carriage to be discontinued if such an agreement is
not renewed following its expiration. Congress has established a "hard" date of February 17, 2009, as the
deadline by which broadcasters must relinquish their analog spectrum. No later than February 18, 2009,
they must transmit solely in digital format. When a broadcaster completes its transition from analog to
digital transmission, only its primary digital video stream will be entitled to must-carry. -The FCC has
twice found that "dual must carry” rules (requiring cable systems to carry both the analog and digital
broadcast signals) would be unconstitutional. The FCC has also ruled that broadcasters may not demand
mandatory carriage for other than the primary digital video programming stream. The orders rejecting
dual must carry and mandatory "multicasting” are currently subject to petitions for reconsideration
pending for the FCC. We cannot predict how the FCC will rule on those petitions or whether Congress
will enact legislation modifying the FCC's orders.

. Access Obligations. Some parties have proposed federal, state and local requirements that would force
cable systems to provide access to third-party Internet service providers in addition to services the cable
system itself provides, such as our Optimum Online cable modem service. In March 2002, the FCC
determined that services like Optimum Online should be classified as "information services” for
regulatory purposes, and the Supreme Court upheld that determination earlier this year. The FCC has
traditionally subjected information services to a lesser degree of regulation than "telecommunications
services," which are offered to the public for a fee on a common carrier basis. The FCC has asked
whether it should nonetheless require cable operators to provide transmission capacity to unaffiliated
Internet service providers. The outcome of the FCC's proceeding could affect the regulatory obligations
imposed on Optimum Online, and the extent to which states and local authorities may regulate it or assess
fees upon revenues generated by it. Relatedly, bills pending in the House and Senate would impose a so-
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called "net neutrality" requirement on cable operators and other broadband service providers barring them
from "interfering" with subscriber access to Internet content. The FCC has adopted principles, but not
rules, that similarly state that consumers are entitled to access all lawful Internet content using their
broadband connections. We cannot predict whether the pending bills w111 become law or whether the
FCC will adopt binding rules embodying these prmmples

Tiering/A La Carte. Federal law also requires cable operators to carry the signals of local broadcasters
on the lowest priced tier of service and leased access programming on the most widely purchased tier, but .
does not otherwise dictate the number or nature of programming services carried by a cable operator on
each service tier. Some members of Congress, however, have proposed requiring cable operators to offer
programming services on an unbundled basis rather than as part of a tier or to provide a greater array of
tiers to give subscribers the option of purchasing a more limited number of programming services. The
FCC also has indicated an interest in requiring cable operators to offer programming services in this "a la
carte" manner, and in February 2006 released a report finding “substantial benefits” in the a la carte
model of delivering video programming. We cannot predict whether Congress or the FCC might adopt
such a requirement, what form it would take, or the effect of such a requirement on our cable televmon
business or Rainbow Media Holdings.

Program Access. The "program access" provisions of federal law, which expire at the end of 2007,
require us to make Rainbow Media Holdings' satellite-delivered video programming services available to
competing multichannel video programming providers, such as DBS providers and telephone companies.
Rainbow Media Holdings cannot have exclusive contracts with cable operators for these services, nor can
it discriminate in the prices, terms and conditions of sale or distribution of these services. The program
access rules do not generally cover terrestrially-delivered programming created by cable-system affiliated
programmers such as Rainbow Media Holdings. The FCC has declined to apply the program access rules
to terrestrially-delivered programming services, but some members of Congress have suggested extending
the requirements to these services. We cannot predict whether Congress or the FCC might adopt such an
-expansion of the program access rules in the future or what effect such an extension might have on
Rainbow Media Holdings. : -

VoIP. Our rollout of Optimum Voice, a VoIP service that is offered via our cable modem service as an
add-on to our Optimum Online service, could also be affected by FCC decisions. The regulatory
treatment of VoIP services is uncertain. Congress and several state commissions are examining issues
surrounding the provision of VoIP. In February 2004, the FCC initiated a generic rulemaking proceeding
concerning the legal and regulatory implications of IP-based services, including VoIP services. In
November 2004, the FCC determined that VoIP services with certain characteristics, including cable-
provided VolIP services, are interstate services subject to federal rather than state jurisdiction. The FCC's
determination has been appealed to a federal court of appeals. Congress and several state commissions
also are reviewing the provision of VoIP services. We cannot predict what, if any, statutory or regulatory
obligations will be imposed on VoIP services like Optimum Voice, including the application of various
indirect taxes, and what, if any, role state and local authorities will have in regulating these services.

Interconnection. The 1996 Telecommunications Act requires Lightpath to interconnect directly or
indirectly with other telecommunications carriers. In some cases, interconnecting carriers must
compensate each other for the transport and termination of calls on their network (i.e., reciprocal
compensation). The FCC is exploring methods to unify intercarrier compensation and access charges and
is considering a bill-and-keep approach (i.e., no compensation is paid between carriers) as well as several
other alternative approaches to modifying the existing intercarrier compensation regimes. We cannot
predict how the FCC might rule on these issues. Any change to intercarrier compensation could affect
Lightpath's operating results.

Universal Service. Lightpath is subjéct to federal and state regulations that implement universal service

‘support for access to telecommunications services and information services by rural, high-cost, and low-
income markets at reasonable rates; and access to advanced telecommunications services by schools,
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libraries, and rural health care providers. Currently, the FCC assesses Lightpath for payments and other
subsidies on the basis of a percentage of interstate revenue it receives from certain customers. The FCC
adopted new rules regarding the assessment of universal service contributions in December 2002. Instead
of assessing universal service contributions based on revenues accrued six months prior, contributions
now are based on projections of revenue. Also, the FCC placed limits on the mark-up carriers may place
on the universal service line items on their customer bills. Several parties have asked the FCC to
reconsider these rules. In addition, the FCC is considering assessing carriers' universal service
contributions based on a flat-fee charge, such as a per-line or per-number charge. The FCC is also
reviewing whether to impose universal service obligations on additional types of providers, such as
broadband providers or a VoIP service like Optimum Voice. States may also assess such payments and
subsidies for state universal service programs. We cannot predict how the FCC and states may rule on
these matters. Any changes to the assessment and recovery rules for universal service may affect
Lightpath's and Optimum Voice’s financial results.

Access Charges. Like ILECs, CLECs may assess interstate access charges on interexchange carriers
whose customers access the ILEC or CLEC's local network. The FCC has issued an order implementing
a benchmark for decreasing access rates that CLECs can charge, moving such rates in alignment with
lower ILEC access rates. This decision may be modified further by the FCC's ongoing review of
intercarrier compensation as discussed above. We cannot predict how the FCC might rule on these
matters. Any changes to the current access charge regime may affect Lightpath's revenues.

Unbundled Network Elements. In August 2003, the FCC reduced the number of network elements
ILECs must offer to competitors. The FCC's August 2003 action was appealed and in March 2004 was
vacated and remanded by a federal court of appeals. In response to the remand, the FCC issued new rules
in February 2005 regarding the network elements ILECs are required to make available. Those rules
currently are being challenged before the same federal court of appeals. The FCC has also initiatéd a
comprehensive review of its rules setting the price that competitors pay for ILEC network elements.
Although Lightpath does not rely principally on the network elements purchased from ILECs, the
ultimate outcome of the appeal or any subsequent FCC action could affect Lightpath's and other
competitors' ability to obtain access to elements of the [LECs' networks they require to provide service to
their customers. In addition, any changes to the pricing scheme for network elements may affect

Lightpath's operating results.
Our current franchises are non-exclusive and our franchisors need not renew our franchises.

Our cable television systems are operated primarily under non-exclusive franchise agreements with state
or municipal government franchising authorities, in some cases with the approval of state cable television
authorities. Consequently, our business is dependent on our ability to obtain and renew our franchises.
Although we have never lost a franchise as a result of a failure to obtain a renewal, our franchises are.
subject to non-renewal or termination under some circumstances. In some cases, franchises have not been
renewed at expiration, and we operate under temporary authority from the state while negotiating renewal
terms with the franchise authorities. At December 31, 2005, one of our ten largest franchises had expired
and we are currently operating in this area under temporary authority. ' ‘
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Available Information

Our Website address is www.cablevision.com. We make available through our Website links to our
armual report on Form 10-K, quarterly. reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports as soon as reasonably practicable after we electronically file or furnish those
reports to the Securities and Exchange Commission. .

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

We own our headquarters building located in Bethpage, New York with approximately 564,000 square
feet of space, and certain other real estate where our earth stations, headend equipment and microwave
receiving antennae are located primarily in New York, New Jersey and Connecticut, aggregating
approximately 662,000 square feet of space. Through Madison Square Garden, we also own the Madison
Square Garden Arena (with a maximum capacity of approximately 21,000 seats) and theater complex
(approximately 5,600 seats) in New York City comprising approximately 985,600 square feet and a
training center in Greenburgh, New York with approximately 105,000 square feet of space. We generally
own all assets (other than real property) related to our cable television operations, including our program
production equipment, headend equipment (towers, antennae, electronic equipment and satellite earth
stations), cable system plant (distribution equipment, amplifiers, subscriber drops and hardware),
converters, test equipment, tools and maintenance equipment. We also generally own our service and
other vehicles. '

We lease real estate where certain of our business offices, earth stations, transponders, microwave towers,
warehouses, headend equipment, hub sites, program production studios, access studios and microwave
receiving antennae are located, aggregating approximately 1,987,000 square feet of space primarily in
New York, New Jersey and Connecticut. . We lease several business offices in Woodbury, New York with
an aggregate of approximately 224,000 square feet of space and business offices in Jericho, New York
with approximately 621,000 square feet of space. Of ‘the amounts above, we currently sublease
approximately 243,000 square feet of space to third party tenants and approximately 113,000 square feet
of space is currently vacant. Other significant properties that are leased include approximately
145,000 square feet in New York City housing Madison Square Garden's administrative offices and
. approximately 577,000 square feet in New York City comprising Radio City Music Hall (approximately
5,900 seats).

Clearview Cinemas leases 43 theaters (22 in New Jersey, 18 in New York, two in Pennsylvania‘and one
in Connecticut) with approximately 42,000 seats and owns an additional nine theaters (five in New York

and four in New Jersey) with approximately 6,500 seats. In addition, Clearview Cinemas manages a 952
seat theatre in New York for a third party.

We believe our properties are adequate for our use.
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Item 3. Legal Proceedings

The Company is party to various lawsuits, some involving substantial amounts. Although the outcome of
these matters cannot be predicted with certainty and the impact of the final resolution of these matters -on
the Company's results of operations in a particular subsequent reporting period is not known, management
does not believe that the resolution of these lawsuits will have a material adverse effect on the financial
position or liquidity of the Company.

Tracking Stock Litigation

In August 2002, purported class actions naming as defendants the Company and each of its directors were
filed in the Delaware Chancery Court. The actions, which allege breach of fiduciary duties and breach of
contract with respect to the exchange of the Rainbow Media Group tracking stock for Cablevision NY
Group common stock, were purportedly brought on' behalf of all holders of publicly traded shares of
Rainbow Media Group tracking stock. The actions sought to (i) enjoin the exchange of Rainbow Media
Group tracking stock for Cablevision NY Group common stock, (ii) enjoin any sales of "Rainbow Media
Group assets," or, in the alternative, award rescissory damages, (iii) if the exchange is completed, rescind
it or award rescissory damages, (iv)award compensatory damages, and (v)award costs and
disbursements. The actions were consolidated into one action on September 17, 2002, and on October 3,
2002, the Company filed a motion to dismiss the consolidated action. The action was stayed by
agreement of the parties pending resolution of a related action brought by one of the plaintiffs to compel
the inspection of certain books and records of the Company. On October 26, 2004, the parties entered
into a stipulation dismissing the related action, and providing for the Company's production of certain
documents. On December 13, 2004, plaintiffs filed a consolidated amended complaint. The Company
filed a motion to dismiss the amended complaint. On April 19, 2005, the court granted that motion in
part, dismissing the breach of contract claim but declining to dismiss the breach of fiduciary duty claim
on the pleadings.

In August 2003, a purported class action naming as defendants the Company, directors and officers of the
Company and certain current and former officers and employees of the Company's Rainbow Media
Holdings and American Movie Classics subsidiaries was filed in New York Supreme Court by the
Teachers Retirement System of Louisiana ("TRSL"). 'The actions relate to the August 2002 Rainbow
Media Group tracking stock exchange and allege, among other things, that the exchange ratio was based
upon a price of the Rainbow Media Group tracking stock that was artificially deflated as a result of the
improper recognition of certain expenses at the national services division of Rainbow Media Holdings.
The complaint alleges breaches by the individual defendants of fiduciary duties. The complaint also
alleges breaches of contract and unjust enrichment by the Company. The complaint seeks monetary
damages and such other relief as the court deems just and proper. On October 31, 2003, the Company
and other defendants moved to stay the action in favor of the previously filed actions pending in Delaware
or, in the alternative,-to dismiss for failure to state a claim. On June 10, 2004, the court stayed the action
on the basis of the previously filed action in Delaware. TRSL subsequently filed a motion to vacate the
stay in the New York action, and simultaneously filed a motion to intervene in the Delaware action and to
stay that action. The Company opposed both motions. On April 19, 2005, the court in the Delaware
action denied the motion to stay the Delaware action:and granted TRSL's motion to intervene in that
action. On June 22, 2005, the court in the New York action denied TRSL's motion to vacate the stay in
that action.

The Company believes the claims in both the Delaware action and the New York action are without merit
and is contesting the lawsuits vigorously. ‘
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The Wiz Bankruptcy

TW, Inc. ("TW™), a former subsidiary of the Company and operator of The Wiz consumer retail
electronics business, is the subject of a Chapter 11 bankruptcy proceeding in the U.S. Bankruptcy Court
for the District of Delaware. In February 2005, TW filed a complaint in the bankruptcy proceeding
seeking recovery of alleged preferential transfers in the aggregate amount of $193.5 million. Also in
February 2005, the Official Committee of Unsecured Creditors of TW (the Committee) filed a motion
seeking authority to assume the prosecution of TW's alleged preference claims and to prosecute certain
other causes of action. The bankruptcy court granted the Committee's motion on or about March 10,
2005, thereby authorizing the Committee, on behalf of TW, to continue the preference suit and to assert
other claims against the Company.  On March 12, 2005, the Committee filed a complaint in the
. bankruptcy court against the Company, certain of its subsidiaries, and certain present and former officers
and directors. The Committee filed an amended -complaint on April 15, 2005, and served that complaint
on or about April 28, 2005. The Committee's amended complaint asserts preferential transfer claims
allegedly totaling $193.9 million, breach of contract, promissory estoppel, and misrepresentation claims
allegedly totaling $310.0 million, and fraudulent conveyance, breach of fiduciary duty, and other claims
seeking unspecified damages. On June 30, 2005, the Company filed a motion to dismiss several of the
claims in the amended complaint. On October 31, 2005, the bankruptcy court denied the motion to
dismiss. The bankruptcy court's ruling on the motion to dismiss allows the Committee to proceed with its
claims against the Company. The Company believes that all the claims asserted by TW and the
Committee are without merit and is contesting them vigorously.

Dolan Family Group Proposal and Special Dividend Litigation

In June and July 2005, a.number of shareholder class action lawsuits were filed against the Company and
its individual directors in .the Delaware Chancery Court, the New York Supreme Court for Nassau
County, and the U.S. District Court for the Eastern District of New York, relating to the Dolan family
group proposal to acquire the outstanding, publicly held interests in the Company following a pro rata
distribution of Rainbow Media Holdings. On October 24, 2005, the Company received a letter from the
Dolan family group withdrawing its June 19, 2005 proposal and recommending the consideration of a
special dividend. On November 17, 2005, the plaintiffs filed a consolidated amended complaint in the
"New York Supreme Court action to relate to the special dividend proposed by the Dolan family group.
The amended complaint sought, among other things, to enjoin the payment of the special dividend
proposed by the Dolan family group. On February 9, 2006, the plaintiffs filed a second amended
complaint adding allegations related to the December 19, 2005 announcement that the Board had decided
not to proceed with the proposed special dividend, and the January 31, 2006 announcement that the Board
is expected to begin. reconsideration of a possible special dividend at its regularly scheduled meeting in
March 2006. )

On December 28, 2005, a purported shareholder derivative complaint was filed in the U.S. District Court
for the Eastern District of New York alleging that certain events during 20035, including those relating to
the proposed special dividend, constitute breaches of fiduciary duty. The action is brought derivatively
on behalf of Cablevision and names as defendants each member of the Board of Directors. The complaint
seeks unspecified damages and contribution and. indemnification by the defendants for any claims
asserted against the Company as a result of the alleged breaches.

The plaintiff in a patent infringement case pending in the U.S. District Court for the Eastern District of
New York, Rates Technology Inc. v. Cablevision Systems Corp., has requested permission from the court
to file a supplemental complaint alleging that the special dividend would constitute a fraudulent
conveyance and seeking to enjoin payment of any such dividend. The underlying patent infringement
complaint, filed in July 2005, alleges that the Company’s Optimum Voice products infringe two patents
owned by the plaintiff. The Company believes that the plaintiff’s patent infringement claims as well as its
proposed fraudulent conveyance claims are without merit and intends to contest the lawsuit vigorously.
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Director Litigation

Cablevision has been named as a nominal defendant in a purported shareholder derivative complaint filed
in the Court of Chancery of the State of Delaware. The action is brought derivatively on behalf of
Cablevision and names as additional defendants Charles F. Dolan, the Chairman of Cablevision, and
Rand Araskog, Frank Biondi, John Malone and Leonard Tow, each of whom was appointed as a director
on March 2, 2005 by Mr. Dolan and certain other holders of the Company's Class B common stock. The
complaint alleges that Charles F. Dolan, as the controlling Class B shareholder of Cablevision, by
purporting to remove three Cablevision Board members (William J. Bell, Sheila Mahony and Steven
Rattner) and replace them with the four new directors, wrongfully interfered with the Board's role in
managing the affairs of Cablevision and sought to substitute his judgment of how to proceed with the
VOOM HD Networks of Cablevision's Rainbow DBS subsidiary above that of the Board. The action .
seeks, among other things, to preliminarily and permanently enjoin Charles F. Dolan from interfering
with the managerial prerogatives of Cablevision's Board; rescinding the purported appointment of the new
directors; rescinding the removal of Mr. Bell, Ms. Mahony and Mr. Rattner as directors and restoring
them to their positions as directors and directing Charles F. Dolan to account to Cablevision for its

damages.

New York Jets Litigation

On March 16, 2005, the New York Jets LLC and Jets Development LLC ("Jets") filed a complaint in the
U.S. District Court for the Southern District of New York against Cablevision, CSC Holdings, Inc., and
Madison Square Garden, L.P. The complaint related to various actions allegedly taken by defendants in
connection with a proposed football stadium for the Jets on the West Side of Manhattan. Specifically, the
complaint alleged: (1) that Cablevision "possesses monopoly power in the markets for facility rental and
ticket sales for large-scale events in enclosed spectator facilities and suite rentals in Manhattan" and has
acted anti-competitively in violation of Section 2 of the Sherman Act; (2) that defendants have tortiously
interfered with the Jets' prospective business relations by making a "sham bid" for the MTA land that is
the site of the proposed stadium "to injure the Jets and deprive them of an advantageous existing and
prospective business relationship"; (3) that defendants have tortiously interfered with the Jets' prospective
business relations with networks carried on defendants' cable system; and (4) that defendants have
"engaged in deceptive and misleading conduct, including dissemination of deceptive and materially
misleading advertising and preventing dissemination of accurate information," in violation of New York
General Business Law Section 349. The Company filed a motion to dismiss all claims asserted in the
complaint. On October 17, 2005, the court issued a decision granting the motion to dismiss with respect
to Cablevision's alleged "public misrepresentations” and denying that motion in all other respects. On
February 27, 2006, the parties filed a stipulation of dismissal of all claims and counterclaims in the case.
Neither party has admitted any fault or assumed any liability.

Accounting Related Investigations

The improper expense recognition matter previously reported by the Company has been the subject of
investigations by the Securities and Exchange Commission and the U.S. Attorney's Office for the Eastern
District of New York. The Securities and Exchange Commission is continuing to investigate the
improper expense recognition matter and the Company's timing of recognition of launch support,
marketing and other payments under affiliation agreements.

See "Rainbow DBS" section for a discussion of litigation between the Company and Loral.

Ttem 4. Submission of Matters to a Vote of Security Holders

Not applicable.

(38)




PART Il

Item 3. Market for the Registrants' Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

The information called for by Item 201(d) of Regulation S-K under Item 5 is hereby incorporated by
reference to Cablevision's definitive proxy statement for its Annual Meeting of Sharcholders anticipated
to be held in May 2006 or if such definitive proxy statement is not filed with the Commission prior to
April 30, 2006, to an amendment to this report on Form 10-K filed under cover of Form 10-K/A.

Cablevision NY Group Class A common stock is traded on the NYSE under the symbol "CVC."
Price Range of Cablevision NY Group Class A Common Stock - -

The following tables set forth for the periods indicated the intra-day high and low sales prices per share of
the Cablevision NY Group Class A common stock as reported on the NYSE:

High Low
Year Ended December 31, 2005:
FITSE QUATTET..c..etieiieee ettt sae s $31.64 $23.54
Second QUATTET .........ccovriris e ettt $33.86 $25.02
ThIrd QUATTET ...viiiiicic e ettt e SOTURUTRIORUIN $32.94 $30.11
FOurth QUATTET ....ovivieeereiie ettt $30.75 $22.60
High Low
Year Ended December 31, 2004: .
First Quarter.........cccooveeierieieieeceeeir e et $27.58 $21.34
Second QUATTET ......oieeievieitir e rreie e s e JEUTEROTIO $23.47 $19.42
Third Quarter................. FO OO SU RS SRTUOON e b $21.07 $16.16
Fourth QUArter ...........ccooiiieriiiee et s $25.50 $19.21

As of February 27, 2006, there were 1,061 holders of reéord of Cablevision NY Group Class A common
stock. : ‘

There 1s no public trading market for the Cablevision NY Group Class B common stock, par value $.01
per share. As of February 27, 2006, there were 30 holders of record of Cablevision NY Group Class B
common stock.

All outstanding shares of common stock of CSC Holdings are held by Cablevision.
Dividends

Neither CSC Holdings nor Cablevision have paid any cash dividends on shares of its common stock in the
case of CSC Holdings or Class A or Class B common stock in the case of Cablevision.

On October 31, 2005, Cablevision's Board of Directors, authorized management to take all steps that
would be necessary to implement a $3 billion special dividend payable pro rata to all stockholders subject
to (i) satisfying applicable legal standards, (ii) obtaining the necessary financing on terms and conditions
acceptable to the Board, (iil) establishment by the Board of the record date, payment date and final
dividend declaration of the special dividend in accordance with applicable New York Stock Exchange
requirements, and (iv) final Board approval after completion of its ongoing analysis of the proposed
dividend.
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In December 2005, the Company announced that during the course of preparing for the financing of the
proposed special dividend, it ascertained that there were certain technical covenant violations under the
existing bank credit agreement and certain possible technical covenant violations under other debt
instruments. The Company immediately began a comprehensive covenant compliance review, including
seeking waivers under its bank credit agreement and seeking waivers under its other debt instruments, if
required. As a result of these matters, on December 18, 2005, the Company's Board of Directors decided
- not to proceed with the proposed special dividend or an announced senior note offering.

On January 31, 2006, the Company announced that it.had completed the comprehensive debt covenant
compliance review. announced on December 19, 2005. That review identified certain technical covenant
compliance issues under the CSC Holdings credit agreement and under the Rainbow National Services
LLC ("RNS") credit facility. The Company received waivers from the lenders under these agreements
and certain technical and clarifying amendments have been made to the RNS credit facility agreement.
The covenant compliance issues under the CSC Holdings credit agreement necessitated certain waivers
under the Company's agreements covering its monetizations and interest rate swaps, all of which have
been obtained. No fees were paid to the lenders and counterparties in connection with these waivers and
amendments. The Company also announced that it was in compliance with all of its debt agreements and
instruments.

The Company's Board of Directors is expected to begin reconsideration of a possible special dividend at
its regularly scheduled meeting in March 2006. There can be no assurance that the Board will decide to
move forward with a special dividend or as to the size or timing of any dividend. If the Board were to
approve a special dividend, Cablevision would have to borrow approximately the full amount of the
dividend. The funds would have to be raised from the incurrence of additional debt. As a result of the
additional borrowings, the Company's leverage and debt service would substantially increase.

Cablevision and CSC Holdings may pay dividends on their capital stock only from surplus as determined
under Delaware law. If dividends are paid on the Cablevision NY Group common stock, holders of the
Cablevision NY Group Class A common stock and Cablevision NY Group Class B common stock are
entitled to receive dividends, and other distributions in cash, stock or property, equally on a per share
basis, except that stock dividends with respect to Cablevision NY Group Class A common stock may be
paid only with shares of Cablevision NY Group Class A common stock and stock dividends with respect
to Cablevision NY Group Class B common stock may be paid only with shares of Cablevision NY Group
Class B common stock. Cablevision's and CSC Holdings' senior debentures and CSC Holdings' senior
subordinated debt instruments restrict the amount of dividends and distributions in respect of any shares
of capital stock that can be made. See Noté 9 and Note 23 to the consolidated financial statements of
Cablevision Systems Corporation.

CSC Holdings paid $60.6 million of cash dividends on the Series H and M Preferred Stock in 2004.

‘Recent Sales and Use of Proceeds

In December 2005, CSC Holdings issued 3.1 million shares of common stock, $0.01 par value, to
Cablevision in consideration for certain cable systems that Cablevision had acquired and were assigned to
CSC Holdings in 1999. The issuance was approved by the Board of Directors of Cablevision at the time
of the assignment but the shares were not issued and delivered until December 2005. This transaction
was exempt under Section 4(2) of the Securities Act of 1933, as amended, as an issuance not involving a
public offering. ‘

(40)

&




\

(1%)
OWVJw@ % mwwama m - AGMNABGNV % AM@OAOFGV % OOmJu@ m.v s T L LARLIEL L IPRLL L S Awwoc QEOOQ« HOZ
- - - O] T T T T ettt §3Xe) JO JOU ‘JUSUISIAUT UO $SO] ATRUIPIOBI)XH
0Sv°186 - £88°¢6 (6£T°L6D) (959°899) 00E've T rrm————— wa AIRUIPIORHXS 310Jaq (SSO]) Awoou]
(95€25) £6V°TLS (LT (Ls0'661) geggre saxe} J0 Jou ‘suonerado panunuodsIp woly (ssof) swoeouy
cowammoaﬁ AO—can..vv Amoﬂnvﬁmv A@@Wumovv AmmmnONﬂv ........................................... mﬁomamhuﬂo wc-::_ucoo EO.—% Awmo—v OEODEM
A%Ohhw—Nv h@vnﬂw gﬁnomv wowavmﬁ ﬁovn@h .....................................A ...................... AUWCDQ%DV Huocug um.ﬁu QEOQF—M
YISTST (L01°09¢) (LyE8pT) - (Lov'v99) (reg'oo) 59X 210}3q suone.ado Jumunuod wioy (sSof) awoouy
A—wwva . Q\VQAWV Qmﬁam OV —m@ ............................................................................ 19U amBOOGN=®OmME
] AWO»\WWMV Ammwh :qu AOWOaO— ~v AwomeOV AVMOth T WHwOHDHEm bCOG—E
O@—"WN _ _ _ - B IR ICI ST TR TR TSV VIPPIS uowosIde SWOK 1 JO UONBUILLIY) UO Emmmu/
Awﬂmhmﬁv AFMN.hﬂv - A~hmnw\\v e eaestarasasesssisiesesisasestersrenraneesieecasraraces 199p Jo HEOEF—WM_\—MECXO uo 507
thJwN B BMG.?N@ AMNm.wONv AWOM“WC : Owﬁmoﬁ [ e 19U ‘S10BIU0D SABALIOP UO Ammoc uren
Ao\\\anMV Aﬂmanov Awwmv AM@@»WMV L aessessescssssscasasasssasesssisasasatess . ..... WMWOO wsoz&:m UQHHOMD@%OM@OID«EB
meaaoﬁ A.V@M.ﬁwwv hwwhWMN WQWJVMM AN~ mawmﬁv ........................................................ wO: anQOEumD\rCm uo Ame—v EMNO
ANWVAwO—v - - - S P PRI, :—OEumo\fcd OEOZ u< uo mvw.mwﬁo uﬁogm&.me—
VOW»vNMnN 4 - AVQWHMMV NMN»N wcmavo .................................................................. PN H—O—\— mwumﬁhoaﬁm
: . . ) erye pue Sutunuerord pue s1asse 21qed Jo Sfes uo (Ssof) uren)
A@ON.wcv ’ AV—OnNVV NMB,@N.—V QQQ.N: wwNﬁm ........................................... mO«m:wwﬁw MO Awmo_v OEOOE 1ou ur b-ﬁvm
Aﬁmonoﬂmv A@ﬂ mamev A@@N.a,vo@v Ao_vwamﬂhv A~ ﬂW«N\VN\v ................. s tenenes #Qc nomﬁvmxo H—WOHDHgM
: : ’ :(asuadxa) swoour 1oyI0
A\VMMAVVNV o hwoaomﬁ @TV.ON o o MWWANWN . wmvaNOW ) B L P PP T TP LT TP T TP P O PR PRSP ...Ame—vDEOOCM MQUN.HOQO
YLO'SOT ] 756°798 0S8°THO°l Ov6'LET'] POEPROT (syusuredw urpnjour) uonezipouwe pue uoneodrdaQ
NNN\ANAV ﬂaoavh WNN\nOM ~mﬁ Ammwv AR R R R R CEAELL R Amu—mﬂvuhov mowhmao m::goaﬂmum
_ ‘ . - Awmthv Awmhﬁwav - D D LR RTERTTTITSY PPYP swooul WCSNHvQO BEYi T}
0LS°1T6 v6L°906 P6£°€80°1 LSYT61°1 69s‘z6T T " QAREASIUIPE pue [eioudd Fur|[og )

1Ep'eS9°1 P99l 6LSP98°1 P69°79T°C Lg0'L6TT T R e (Mo]aq usmoys syusunteduw pue
- woneznzowe ‘uonerdordop Surpnoxa) Funesado pue [ed1UYII],

- :sasuadxoe Suneradp

mownwhﬁmmw momAvconmw ’ QONAMNOnwm N\MO«QWN\nv% ﬂﬁ@aMh—.nmm ....................................................................................... HQ: nmozcu\/Dm
‘BIe(q duiesadQ)

(erep a1eys 1ad 1dooxo ‘spuesnoy) ul s1e[jop)
100T 00T .£00¢T ¥00C $00¢C
‘1 € 1oqQuIdd3(] papuy sieo X -
uoneiodio) SwAISAS UOISIAIqED)

: ‘110d3y SIY) JO § WA Ul paPNIOU 01213Y) §310U )
pue sSUIp[OY DS, PUE UOISIAS[QE)) JO SJUSUIDIR)S [RISURUL) PAJEPI[OSUOD PaNpHE 3Y) Yim UonOUN[uod Ul PESI 9q PINoYs MO[aq pajuasaid ejep [eIOUBUY PoJoa|ds
o], -uomisinboe JO Swn Ay} WOy BlEp [BONISHE)S puB 193Ys ddue[eq ‘Buyesado Ul pajos|jal JIe suonisinboy 1500 [BJLI0ISIY JB PIPI0OAL M UYIIYM Uejo(] TN
Jo sayeiyge 10 ug[o( J sarey) Aq paumo A[snolasid sosse 103 1dooxo ‘Onjea Jiej 1oy} UO paseq paninboe S19sSE JoU 2Y) 0} PIIBOO[[E JIdM §)S0D Uolsinboe
a1 “Aj3uip1oooe ‘pue Jununoosde Jo porewt sseydind Sy} opun I0J PAIUNOITE 1M sojuedwos asay) Aq opeu suonisinboy  s3wpjoy DSD PUE UOSIAqR)
JO SJUOWE}S [RIDURUL) PAJBPI[OSUOD PAPNE Y} WO PIALIIP U9 dAeY EIEP [BrouRUL} P21OR[9s Suimo[jo] ayl Ul papnjoul Blep 139ys 0UB[Eq pue 3utierado oy

BIE(] [eIOURUL,] PAIOdPS -9 woy



- % - % _ % _ % _ % ............................... ceus Ou—ﬂn—w WOWW 0D h@g @Qhﬂ—&@—v mﬂ:@ﬁffmmv ——m&Q
1€L°68T 656°1¢€ 98¥°S8T $80°L8T 9¢6 18T . T (spuesnoyy ur) sareys uounuod a3e1ase PaSom panIa
M.v.m % @No % A.—VO.% A@M.Nv% mm.o % ............................................................................. Ammo—v @Eoocm HOZ
_ % - % _ % AMOOV % _ % .................. L T P $S0] b@ﬁﬂuhowhuxm
Awg% TRES AwOOU% Amocv% 9,089 T et beeene ettt ar e ruaes suolje1odo panunuossIp woly (ssof) QWOoU|
N@.m % Amo. ﬂv% N A@@.ov% Avo.ﬁv% Am‘v.ov% ............................... vasesvan m=0mﬂﬁ.ﬂomo w:m—dc—ucoo EO.@ Amwo—v DEOOQM

Jaeys uowuiod 13d (ssof) 3wosul Jou pInfiq
8€6°18C 915°€6T 981°68C S80°L8T 9¢6 18T (spuesnoy ur) soreys uowiwod dFeroAe parydlom oiseq
P % €0 % A.—voﬁv% A@MNV% cco % ............................................................................. mmwoc DEOO-.: 19N
- % _ , % .| % AMOOV% - w B T e ST eeresenerrenses mwO— b&ﬁmﬁucwbxm
A@ﬂOv% <61 a.m AwOva A@COV% 9.0 % .................................... mﬁOﬁ&u@QC UOSEEQOOm:u woy AmmO—v swosu{
N.Wm % Amo Dm AOGOUW chﬁv% Aw.vcv% ....................................... mﬂOﬁNwoao wcmﬂEﬁ:Oo woxy AmmO_v awoou|

dIBYS UOWWOD 19d (ssof) awrodus Jou diseg

: *TAVHS ¥dd (SSOT) AWOINI

: (e1ep areys 1od 1dooxa ‘spuesnoy} u sIejjop) i .

1007 200¢ £00¢ ¥00C . $00C

‘1€ I0quIdd(] papuy SIedx

uonesodio) swdsig uorsiadjqe))




() | .

‘porrad swes oy 10§ SIAQLIDSGNS 0IPIA d1sEQq JO Iaquinu dFeloAe oY) Aq pouad oy ut 1aprenb Yoy ay) 10§
yediySi jo sonuassl Fupnoxs 1uewiFas $I01AIS SUONEIIUNIIWIONIS |, Y} J0f SANUIASI JV VL) oY) SUIPIAIp AQ pare[no[ed st 19q1sqns diseq Iad onU2AaL A[Y)low s5eIAY )
“10W0ISNO B Sk FUIP|ING 211U Y} 10} UNOOOR JOISBW Sy} JUNOD J0U S0P INq “15WOISND SUO Se Supjing oYy unpim jrun
Apey Suquosqns yoes spunod Aueduwoy) ay) “Juipjing juswrede e Se Yons SISWIOISD [RIIUSPISAI YN SUBUNOD U] “[910Y 1By} 1B SIIUN WOOI [ENPIAIPUT JUNOD JOU S0P pue
IaWI0ISNO SUO S ‘[9107 B SE YONS ‘JSUWIOISND [RISIDWIWO0D Y[ng ® sjunod Auedwo)) sy Aed 1snut A9y yorym I0J SI0IAIIS 10410 10 mala-19d-Aed y3noiy; snusasl ayesouas
Ajreotd£) Aoty se “oo1) A[2I13UD Jou OS[e dJe SHUNOdde Yong ‘uonowoid e se srowoisnd 1em3al o) pajurid j0u st smels 231y pue ‘savkojdws Auedwo) painsl pue WaLIND
se yons dnoi3 paquosaid € 03 payul] ale A9y} INQ ‘SJUNOJDGE DANIE [[B YUm FUOR SHUNOD ISWOISND DY) Ul PIPR[IUL S8 SHUNOIDE I "SISWO0ISND PajOaUUOISIP/IANORUL
uey} Jaylo sJowoisnd {[e s)unod Aueduwion) oy ‘siowolsnd Jo isquunu 2y) Supefnd[ed uf SPIN0 10 ‘SHUN ‘SOXO0Q JO JAqUINU 10 ‘PIIRISUIF SNUIASI ‘3ZIS JO sso[piedal
‘JoqLIDSQNS dUO St pAuUnod pue Kjenbs paySrom ‘(ssaippe pue sweu Jomwoisnd Aq paedardas pue dn 39s) JUNOoOR JOWOISND Yoed ussaidal s19quIdsqns 0aplia olseq 4}

"SoUI| UOISSTIUSUEL) 9y} SUIPUSINS JOUMIY JNOYIIM J[QEIIIAIIS SEAIE Ul JI0MISU

uonuquU)sIp 9[qed 9y} Aq passed sjuowIYSI[qRISa [RIOISWIWOD Pue SJUN WNIUTWOPUOd PUe jusuruede ‘sowoy souspisal 9[3uls Jo Joqunu pajewnsa sy Judsaidal passed sowoy ()

~ ~ %10 %19 %£°91 L eeerieeeeeeeieiseeeieeareasierrrar e neaann —uuwwmﬂ sowoy Jo OWECQUHQQ  SE S19U101SN))
- - OON\an OOBaNN\N oomn ~ MN& D R LA LR R T T PP PP W reseeerescamiaiiseeananndtiaactasesaranrrrararreeenrann mHUEOHWSU
: 1SNAIIS JIOA
%L1 %9/ - %0 T % 0¢ %8 LE e passed sowioy jo a8ejuddiad e se siouro)sny)
OON\@OW OOMaON\N\ OOOnhWOn—. OomnNWMn— OOanmcaﬁ et hsessmaeierettaciaiacsraeantiianaraatrreney N easieseenateeaiiiinsannstttasarearanTrrrrren e ey mhoecuwzo
. 1921AIAS vyR(] pAAdS-ySIH
€6'65% $0'99% 6V'LLS £€°88% 9y'001g e (g) F29HISqNS 03pIA o15Tq Jad ONUIARI A[YuOW FRIIAY
%69 %8°L9 %699 %L 99 %S L0 oo -'passed souwoy Jo 25e1us01ad © 5B S19QUIDSQNS 09PIA JISeg
000°800°€ 000°€96'C 000'¥6°C 000°€96°C 000°L20°E () S1°qUOsqNs 03plA Jlsey
ooonN\Man OOOnQWMnV OOOoﬁovnv 000am¢vmv ooonvwvmv ............................................................................. Aﬂv Q—DQQ \AD ﬂuommﬂm WOEOI
$03pIA
{{panpnenry) eje(] [eousneis

100T 200¢ £007 $00¢ s00C -

‘1€ 19quIddd(] papud SIea &
Acomnwwma—v AﬁomANN\ln—v ANOW»@W@»—.V A*MMnomean A@@N\awoquv ................................................................................. %Oﬁwmucov »MH@MU—OF—V—OOﬁm
. V@thvm; V@N.?ﬁmnﬁ WQNJuN@J _ _ _ ....... s mwch_OI Umomo 2018 vvbohwo.u&
mN‘W»OBw ~Nan®N© WONnowm hhwnmwo oa—nmm ............................................................................................ WHWOHQHCM bmhocmz
MOthcmrc Nwmnomomh h~Qn—ﬁvmnw NhomNOOn—.—. Q@Onwmwno R MsaNEsaverEEetsTansanaaaasenesasanananatarans DR R D L R L R Ry uﬁﬂwt —NHOE
@@Nn@@ WONnow @Wanw moma — h N\whm@m ........................................................ R m vm&u— —NHMQNU
- - - Ooonom— ooonomﬁ Womnm—. ...................................................................................... e ) ~£N%Nm WUHOZ
Qmonmmm WNﬁmomm momnmmm Mmmanh #N@uWVN\ .-...Z.:...:...-.-..v............:.......;.v.-...;............WQLE:DDOMU ﬁ:ﬁ woyo: ﬂwoﬂﬂcmvhog:m
mvwmcmwrm thnﬁooam QOOuNQ@nm wcmmﬁmmnm OON\nNQQnm Astaseanrrerertitececsnttennantaaasnesaananas Wemessessermtstananaenananasan wom—acuhﬂwv wc& mowc: -ﬁo@ﬁmm
TLETLS ) 901vET1 0T9°LIT LTV ESS 9Z1°0L1‘T T —m—m—m SSQUP2IQapUL pazi{eIae]]0]
£69°900°1 89L°680°C 6£0°LSET L83°68VT 005181 "1q9p Jueg
0EP°90€°01$ CETPBS 01 LY9'EETTIS TS POV TS 60S‘Pr8°6S T ‘S1o8%E [0,
‘B1e(q 19%Yg doueeg
(e1ep 1aquosqns Jad 1daoxa ‘spuesnoyy ur s1e|jop)
1002 00T £007 00T $002

1€ Tquada(g

uoperodio)) swIISAS UOISIAIqE))




210J2q J13pjoyareys uowwos 0} aiqeordde (ssof) swoouy

PUSPIAIP 910J2q suonerado Sumunuods woiy (ssof) dwoouf

:(asuadxo) awoour PYIO

:sasuadxo SuneradQ

‘B1eg Mﬁﬁﬁhvﬂo

(vt
05+°'186 § £88°¢6 §$ (iv0's60)$  _(691'929) § €68°L91§ Iapjoyaieys uourwod o} ajqearjdde (ssop) awosut 10N
- " . (CIS) T T et e S3XE) JO JoU JUSUISIAUL U0 SSO| ATeurpIoenXy
OW.VJ%O Mwwhma AHVOAW@NV AMMN\nwﬂwv m@wahwﬁ ............ .............. e eeeierritieiiet it easereareaans s EOH@ \AHNG:HMON.SKO
(95€°CS) €6v'TLS (9Lv'TT) (LS0'66T) €eTsIc - Jr SOXE] JO 19U ‘suoneIodo PANUNUOISIP WO (SSO[) AOOU]
908°€€0°T (019°8LY) (595°7LT) (9L9°61F) OpgLy) suoneIddo Fumunuoo woxy (Ssof) swodu|
916%LD) 915%L1) (097°26) - - e yooss pasrdgaxd 0y o[qeoridde sjuswarnbar puapral(y
NNM«WONJ AVOCGVOMV Amcmowﬁv ﬁ@h@.m—vv AOVMRNAVV g muCOEOH_SUQu
AwON\w—Nv hmvnﬁw AwOOHwNv Mw©.0w~ . wo,vhwﬂ ........................................................... ADonQxOV 11JoUsq X} JWoou|
OMO“FNVJ Am@mamwnmv Ah@Nthﬁv Aommaabmv ﬁmVBoWBv ............ e sammeasaeasectsesterretantveunnueraantasertenenetoatnes S .HEOEOHM—AUDH puopIAIp
pue saXe) dWooul 210Jaq suonerado Furnunuoo woi (Ssoj) dwoou]
Aﬂww.wv »Qlw@ﬁmv @—hnm 9% wNw ............................................................................ U amﬁogum:OOm_E
Aawwaowﬁv A@NA@.NV AO@@SVNV chmnmov AVMO.WV ............................................................................. mHmOHQHﬂ_ b:Qﬂ—E
OmﬁawN N _ _ 1 eﬁoEOM.HWm SWIO} 1V JO UOHBUILLIA) U0 UTR)
vamam—v ABMNAN\.—V _ A—Pmawﬁv P PR PRI HDOUMO uﬂ@EﬂmmzwﬁﬁXO uo mmOJ—
NWBJWN PMOJVN@ AMNMAwONV Amomamo—v Owﬁa@ﬂ [ e 12U AmHOﬁ.—uGOO 0>5&>ﬁ®~u uo Awmoﬁv uren)
AOhhhw: :Mmdv Awva Aﬁoqws S S 1500 wcmoﬁﬂﬂ@ PALIDJOP JO JJO-OIIM
mmm“moﬁ A.—vmmnﬁwwv hmwaWMN w@mh..wmﬂ ANﬁmemﬁv ........................... PP 10U .nwwﬁoaawoxwﬁm uo AmmO—v uren
(ZsH'801) _ . _ OO JUSW)SIAUL SWOH 1y U0 sadreyd jusuureduy
vwoﬁ.vhﬁ"N _ ) AV*@.MC NmNnN w@@JNQ .................................................................................. 1ou “wamwuuuﬁ_
. oerjiye pue Surunuesgoid pue sjosse a[qed Jo o[es UO (SSof) urer)
(907°89) - (r10°TH) TEL'6TY (1661 98T'c e SaIBI[1yJe JO ($SO]) duwodul jou ut by
: mOnmﬁwV AO— MawwVv AQB@«OOOV ANOM“BNQV ANOﬁMNOV ........................................................ crarereneaseane 1ou ‘asmadxa 1S010)U]
Avmm“.—u.VNv thAOW— @:\mvN mmwnNmN wmwaNOm ....................................................................... AmmOC owooul wﬂ_ﬁwhw&o
vLO'SOLT 756°798 0S8°TH0'1 Ov6°LET' vOEL P80 T (sywouwrredwit urpnjour) uoneziIowe pue uonerddIdac
NNhan —moavh thﬂoﬂ 151 Amm._wv R ARt Amﬁﬁohnvv wowﬁwﬂo wﬁ_haogmovm
- - Awmhhvv . Awmhpmmv o eaeseesatttesesererecitiinntreenracantettacitesnettotnas PR awoour wﬁmumhwgo B0
O\xmmﬂNm ?@F.@O@ ﬂ@mnmwon— hm.—Vth—J m@mpN@NJ .................................................. ®>3m.ﬁmmﬁmeﬂuﬁ pue _N.MDGOM awﬂwzom
~M.—u.mwon~ ﬂ.v.vavoohﬁ @N\W“.wanﬁ VmothN.N . N\mchPQNnN .................................................... A>>O~0ﬁ— uMmoys W—COE.&NQEM pue
‘ uoneziuowe ‘vonerdoidop Suipnjoxd) uneiddo pue esruyda],
M@.VnWN\VnM% W@M«.—wownm% @ONaMNOfV% PMO.OWNHV% ﬁﬂoamhﬁhm% .......................... e PPN e serereieainey s w@q .mOSQO?@M—
(ejep axeys 13d 1daoxs ‘spuesnotj) ul SIB[[OP)
1007 00T £007 ¥00¢ $00T

‘1€ 19quisoa(] papuy sIes

-u] ‘s3UIpjoH DSD



——

(st)

‘porrad swes 9y} 10§ SIAQLIDSGNS 09PIA J1seq Jo Jaquunu sFeroae Yy £q powusad sy ul 3surenb yumoy sy Jog
yrediydry jo sonuoass Surpnjoxs JUSWFIS SII1AIOG SUOTIESIUNUILIOII| [, A} 0] SANUIAI JyVD) SY1-BuIpIalp Aq pate[nafen sT 1aqLdsqns siseq 19d onuaads Appuo o3y ©
"ISWI0ISND B se uIp]ing SI13Ud 9Y) J0J JUNOIOE IDISBW JY) JUNOD J0U SS0P JNq ‘IW0ISND 3U0 Se JUIP(INg aY) ulym Jun
Awrey Buiquosgns yoes syunoo Auedwon) 9y ‘Surpjing justipede ue Se 4ons SIGWOISND [BHUIPISAI H[NQ FUHUNOD U] [210Y Jey) Je SHUN wioos [ENPIAIPUT JUNOD JOU S0P pur
‘ISWOJSNO QU0 SB ‘[910Y B SB YONs ‘ISW01snd [RIDIIUIWCD Yjng & sjunod Auedwion) sy, “Aed jsnw Aoy yorym IoJ Sa01A198 Iay30 J0 ma1A-Jod-Aed gSnory snusaar sjersusd
AjjeotdAy Aoy se ‘291) AJaaizuo jou osje ale sjunosoe yong ‘uonowold e se szawolsnd yenar 0 pojeId jou st snyeys 221 pue ‘seakojdwe Auedwo)) pamar pue jusLno
se yons dnoid paquosaid e 03 payull] a1e A9y Inq ‘S)UNOIDR SANIE [[B im FUO[E SIUNOD JSWOISND Y} Ul PAPNOUL Al SJUROODE 901, SISWOISND PIJIFUUOISIP/IATIOBUI
uBy) JOYIO S1WOISND [[B sjuned Auedwio)) oyl ‘sIOW0ISND Jo Joquinu oy; Sune[nofed uj S)IPPINO IO ‘SHUN ‘Saxoq JO JAQUINU IO ‘pajelaudd anuaAdl ‘9zis Jo ssajpiedor
1aquIosgns U0 se pajunod pue Ajenbo voEm_oB ‘(ss21ppe pue sweu Iowosno Aq paedsidss pue dn 19s) JUNOSOE IOWOISND Yo JUSsaIdal SIOQUIOSQNS 0SPIA JlSeg (4}

*SOUI| UOISSTWSURT} 1) SUIPUI)XS JOYMNJ INOYIM I[QBIDIAIDS Seale Ul YIomIau
uonnqusip ajqes ay £q passed mEo:Em_Eﬁmu [RIDIOUILIOD PUR SIIUN UIMJUILOPUOY pue jusiupede ‘SomIoy 2ousplsar 9[Suls JO Joquinu Pjewnsd Y Juasardar passed moEom )

- - c\ch.,o %1'9 ) S Uuwmmn— mQEOQMO Owwaﬁoouuﬁm ® SE SIOU0)Sn)
- - OO\.umN OO\\ANN\N OcmaﬁMNl ...... ......................................................... Mtsavereverurasas W.—OEO&W—HU
. 1$IAIIS JIOA
Oku“.ﬂd nxvo.N‘m Q\OO.VN g*.om gw‘hm ................................ Priiserensiaresrann UQWWNQ WDEOEWO D%NHF—QU&D&QWN WHUEOHmﬁ,—U
OOB»@OW OOﬁOBB Qconm‘mom— OowﬁNmmh— Oomhqmon— ................ L T D T muOEOuw:U
:391A09¢ viE( paadg-ysiyg
£6'65$ $0'99% 6V°LLS £€'888 9P 001g e (g) *PQHSqNS 03PIA OISk Jod anuLASI AJyiuow 95eIAY
% 69 %8°L9 %6°99 %L'99 0%STL9 e passed souwroy Jo o8evyuao1ad v se S10qIIISqNS 03pIA olseq
Ooonwooam OOOAMG@aN OOOnVVQFN OOOAMOOAN ooothO.m ................ . ...... s e ereans ANV wu@ﬂtUmQZw Ovﬁtr Omwﬂm
000°LEE Y 000°69€Y “000° 1OVt T000°Erty 000v8t' (1)°198° Aq passed sowoy
‘09PIA
. :(payipniedn) ) ¥1e( [2OUSHEIS
1002 00T £00T 00T $00T
’ [ € 10qQUIS3(J PAPUL SIBI X
A*V@nﬁmcaﬁv - A@monmbbhﬁv A—M@.Qh@»~v A@BW5V©~;V AO@MIM‘V@V ........................... L LT TR TR PP p Frasaeeareetiranan arnneses %UGQaU@OﬁmuOM:OﬁDOaw
- ) —Oohow - - L sasesasssestreicursanestiacsetiaaitatatesin st st eraaitatesnannatataaone MQOum —UQ\HHDMOHQ D—@waﬁmﬂaxm
Avanﬁﬂm; V@NA‘VGWJ A—VQN”._V?WJ -  aseieseeseieeen PN Crreresresiravaniraeresiaaaeseens v—UOam —UD.EDMQHQ D—A—NEOOUOM
WN\O"O\\% ~BWRCN© @@Bhoww Fhwﬁmww Omﬂamm ................ L dteieaaierreeastrearetteeiseraartsen beenresenan mamv.moaﬁ« b_hOsz
~©Nnm©mn© Nwmnwawﬁ\\ N\T-\—Omhw NNORNOM.@ @@Oﬂwmm.w feterarererraciaiiaieatsans e aae st a i ety rataaatat e ratas sravaan u&&ﬁ —NHO,.F
@@NAOO wONth Wwwm.vw m@m@h BWNROW E TR TTT YT PRR PR R PPN L Y D T T T T TTTRT YRS wwmﬁoﬂ —M:QNU
OOO-OW— ocohomﬂ Woaumﬂ PEETETTTr R PETTT TS seanrsressiesinenirrenaaans T T D—QN%&Q mouoz
ﬂmO«@@W MNTQGW ‘ MON«QQW ~MN“©VB —N@»@VN L TR TTT R TR TR PP ALRIELIIRE . ....... mu‘—aﬁwh_vmv ﬁﬁm sojou @Qumﬂmﬁuo.ﬂzw
mﬂwncmonm NN.N.JGO»M @@@«N@@im AV@W,—@VAV O@h»N@?EV .......... T L LT TP PR P T T R L S O._EEUH—QU UQM saj0u homﬂom
NBMANN\WJ ODTVMN; ON@«\l~OJ \lN?nmmm.ﬂ @N—.OF—J ...................................................... P PPN ssaupa1qapur PoZI[RINE[[OD
¥69°900°1 89L°680°C 6£0°LSET L88'68Y'T 005 IS8 1 I 1qop yueg
0EH'90E01$ CEIPRSOIS 696 PFTT1S 867 POE 1 1$ 879°626'6% s e et s $1085€ (10 |
‘ere( 1904s Joueled
(1ep 10quosqns 1od 3dooxd ‘spuesnoy) U1 sIefjop) i )
100C 200T £007 $00T $00T

‘1€ Iaquiaoaq

dup ‘sguipjoH DS



Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

This Annual Report contains statements that constitute forward looking information within the meaning
of the Private Securities Litigation Reform Act of 1995, including restructuring charges, availability
under credit facilities, levels of capital expenditures, sources of funds and funding requirements, among
others. Investors are cautioned that such forward looking statements are not guarantees of future
performance or results and involve risks and uncertainties and that actual results or developments may
differ materially from the forward looking statements as a result of various factors. Factors that may
cause such differences to occur include, but are not limited to:

¢ the level of our revenues;

s competition from existing competitors (such as DBS providers) and new competitors (such as
telephone companies and high-speed wireless providers) entering our franchise areas;

¢ demand for and growth of our digital video, high-speed data and voice services, which are
impacted by competition from other services and the other factors discussed herein;

¢ " the cost of programming and industry conditions;

o the regulatory environment in which we operate;

s developments in the government investigations relating to improper expense recognition and the
timing of recognition of launch support, marketing and other payments under affiliation
agreements; cL .

e the outcome of litigation and other proceedings, including the matters described under "Legal
Matters";

e general economic conditions in the areas in which we operate;

e demand for advertising time and space;

e our ability to obtain content for our programming businesses;

e the level of our capital expenditures;

o the level of our expenses;

¢ future acquisitions and dispositions of assets;

¢ the demand for our programming among other cable television and satellite providers and our
ability to maintain and renew.affiliation agreements with cable television and satellite providers;

e market demand for new services;

e whether any pending uncompleted transactions, if any, are completed on the terms and at the
times set forth (if at all);

e any decision by our Board of Directors to pay a special dividend, including the impact of the
additional debt we would need to incur to fund the dividend;

o the level -of exit costs we will incur in completing the shutdown of the Rainbow DBS satellite
distribution business;

e other risks and uncertainties inherent in the cable television business, the programming and
entertainment businesses and our other businesses; .

e financial community and rating agency perceptions of our business, operations, financial
condition and the industry in which we operate; and -

e the factors described in our filings with the Securities' and Exchange Commission, including
under the sections entitled "Risk Factors" and "Management's Discussion and Analysis of
Financial Condition and Results of Operations” contained therein and herein.

We disclaim any obligation to update or revise the forward looking statements contained herein, except as
otherwise required by applicable federal securities laws.
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CABLEVISION SYSTEMS CORPORATION .

Management's Discussion and Analysis of Financial Condition and Results of Operations

Summary

Our future performance is dependent, to a large extent, on general economic conditions including capital
market characteristics, the effectiveness of direct competition, the amount of outstanding indebtedness,
our ability to manage our businesses effectively, and our relatlve strength and leverage in the
marketplace, both with suppliers and customers.

Telecommunications Services

Our Telecommunications Services segment derives revenues principally .through monthly charges to
subscribers of our video, high-speed data and voice services. These monthly charges include cable
television programming, as well as, in many cases, equipment rental, pay-per-view and video-on-demand
charges, high-speed data and voice services. Revenue increases are derived from rate increases, increases
in the number of subscribers to these services, upgrades by video customers in the level of programming
package to which they subscribe, and additional services sold to our existing subscribers. We also derive
revenues from - the sale of advertising time available to cable television systems. Revenues from
advertising vary based upon the number and demographics of our subscribers who view the programmmg
carried on our cable television systems.

Our cable television video services, which accounted for 48% of our consolidated revenues for the year
ended December 31, 2005, face competition from the direct broadcast satellite business. There are two
major providers of DBS service in the United States, each with significantly higher numbers of
subscribers than we have. We compete with these DBS competitors by "bundling" our service offerings
with products that the DBS companies cannot efficiently provide at this time, such as high-speed data
service and voice service carried over the cable distribution plant, as well as by providing interactive and
"on demand" services that are currently unavailable to a DBS subscriber, such as interactive gaming and
video-on-demand. As discussed in greater detail below, if and ‘when telephone companies such as
Verizon and AT&T, Inc. begin to provide video services on a broad scale in our service areas, they could
also present a serious competitive challenge to our video services. ‘ '

Our high-speed data services business, which accounted for 15% of our consolidated revenues for the
year ended December 31, 2005, faces competition from DSL providers. These providers have become
increasingly aggressive in their pricing strategies in recent years, and customers may decide that a
reduced price is more important to them than the superior speed that cable modems provide. In addition,
with approximately 50% of our basic. video subscribers now subscribing to our high-speed data service,
opportunities to expand that base at the current pace may be limited. The recent gains in cable modem
penetration may therefore not be indicative of the results we achieve in the future.

Our consumer voice offering, which accounted for approximately 3% of our consolidated revenues for the
year ended December 31, 2005, is competitive with incumbent offerings primarily on the basis of pricing,
where unlimited United States, Canada and Puerto Rico long distance, regional and local calling, together
with certain features for which the incumbent providers charge extra, are offered at one low price. To the
extent the incumbents, who have financial resources that exceed those of the Company, decide to meet
our pricing and/or features or reduce their pricing, future growth and success of this business may be
impaired. The regulatory framework for cable modem service and voice service is being developed and
changes in how we are regulated, including increased regulation, may affect our competitive position.

The telephone companies continue constructing systems designed to provide video programming as well
as voice and data services to residential customers in parts of our service area, and have announced plans
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for construction in additional parts. Verizon has obtained authorizations to provide video programming in
several localities in New York and has begun doing so in some areas. AT&T has announced its intent to
provide video programming services in Connecticut and is seeking an exemption from the state's cable
franchise and other cable regulatory requirements. The existence of a new, broadly-deployed network
with the capability of providing video, voice and data services, particularly one subject to a lesser
regulatory burden, could present a significant competitive challenge to the Company.

Lightpath, our commercial telephone and commercial broadband business, operates in the most
competitive business telecommunications market in the country and competes against the very largest
telecommunications companies — both incumbent local exchange companies, other competitive local
exchange companies and long distance companies. To the extent that dominant market leaders decide to
reduce their prices, future success of the Company may be impaired. The trend in business
communications has been shifting from a wired voice medium to a wireless, data medium. Should this
trend accelerate dramatically, future growth of Lightpath may be negatively impacted.

Rainbow

In our Rainbow segment, which accounted for 16% of our consolidated revenues for the year ended
December 31, 2005, we earn revenues in two principal ways. First, we receive affiliate fee payments
from operators of cable television systems and direct broadcast satellite operators. These revenues are
generally on a per subscriber basis and earned under multi-year affiliation agreements with those
companies. The specific affiliate fees we earn vary from operator to operator and also vary among our
networks. The second principal source of revenues in this segment is from advertising. Under our
agreements with cable and satellite operators, we have the right to sell a specific amount of advertising
time on our programming networks. Our advertising revenues are more variable than affiliate fees. This
is because most of our advertising is sold on a short-term basis; not under long-term contracts. Our
advertising revenues also Vary based upon the popularity of our programming as measured by rating
services.

We seek to grow our revenues in the Rainbow segment by increasing the number of distributors that carry
our services and the number of subscribers to cable systems and satellite services that receive our
programming. We refer to this as our "penetration." AMC, which is widely distributed, has less ability to
increase its penetration than newer, less penetrated services. In negotiating for increased carriage, we
may be subject to requests by distributors to make upfront payments in exchange for additional
subscribers or to waive or accept lower subscriber fees if certain numbers of additional subscribers are
provided. We also may help fund the distributors' efforts to market our channels or we may permit
distributors to offer limited promotional periods without payment of subscriber fees. As we continue our
efforts to add subscribers, our subscriber revenue may be negatively affected by subscriber acquisition
fees, discounted subscriber fees and other payments; however, we believe that these transactions generate
a positive return on investment over the contract period. We seek to increase our advertising revenues
through intensified marketing and by airing an increased number of minutes of national advertising but,
ultimately, the level of our advertising revenues are directly related to the overall distribution, penetration
of our services and the popularity (including within desirable demographlc groups) of our services as
measured by rating services. ‘

The principal goals in this segment are to increase our affiliation fee revenues and our advertising
revenues by increasing distribution and penetration of our national services. To do this we must continue
to contract for and produce high-quality, attractive programming. Our greatest challenge arises from the
increasing concentration of subscribers in the hands of a few cable television operators and satellite
providers. This increased concentration increases the power of those operators and providers, and could
adversely affect our ability to increase the penetration of our services or even result in decreased
penetration. In addition, this concentration gives those distributors greater leverage in negotiating the
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pricing and other terms of affiliation agreements. Moreover, as a result of this concentration the potential
impact of a loss of any one of our major affiliate relationships would be more significant.

In December 2003, Regional Programming Partners completed the acquisition of the 50% interests in Fox
Sports Net Bay Area and Fox Sports Net Chicago that it did not already own in a transaction that was
accounted for as a purchase. As a result, as of December 18, 2003, we began consolidating the results of
Fox Sports Net Bay Area and Fox Sports Net Chicago. The consolidation increased the revenues and
expenses in our Rainbow segment in 2004, although the amount of revenues that the Rainbow segment .
received from Fox Sports Net Chicago: declined in 2005 as a result of the termination by two of its
significant customers that declined to carry Fox Sports Net Chicago and to payments not being made to us
due to an ongoing dispute over an existing affiliation agreement with another cable operator.

In April 2005, the Company restructured its Regional Programming Partnership with News Corporation.
As a result of the restructuring, the Company now owns 100% of Madison Square Garden and no longer
owns interests in Fox Sports Net Ohio, Fox Sports Net Florida, National Sports Partners or National
Advertising Partners. The Company now also owns 100% of Fox Sports Net Chicago as well as 50% of
Fox Sports Net New England. The Company continues to own 60% of Fox Sports Net Bay Area. In
‘addition, the $150 million promissory notes payable to News Corporation and accrued interest of
$2.9 million on those notes (incurred in connection with Regional Programming Partners acquisition of
the 50% interests in Fox Sports Net Chicago and Fox Sports Net Bay Area) were contributed by News
Corporation to Regional Programming Partners for no additional consideration and were cancelled
without any payment being made on them. In connection with the restructuring, the Company no longer
consolidates the operating results or the assets and liabilities of Fox Sports Net Ohio and Fox Sports Net
Florida. The assets and liabilities of Fox Sports Net Ohio and Fox Sports Net Florida are reflected on the
Company's consolidated balance sheets as of December 31, 2004 as assets held for sale and liabilities held
for sale. The operating results of these businesses, excluding certain allocations of general and
administrative costs from the Company that were not eliminated upon the sale of these businesses, have
been reported in discontinued operations in the Company s consolidated statements of operations for all
periods presented.

Beginning in the first quarter of 2005, the VOOM HD. Networks have been included in the Rainbow
segment. These channels were previously included in the Rainbow DBS segment which was

discontinued. Prior period segment information has been reported ona comparable basis.

See Note 3 to the Company s consolidated fmanmal statements for a discussion regardmg agreements
entered into with EchoStar relating to the launch and operation of the Company's VOOM HD Networks.

Madison Square Garden

Madison Square Garden ("MSG"), which accounted for 16% of our consolidated revenues for the year
ended December 31, 2005, consists of professional sports teams (principally the New York Knicks of the
National Basketball Association ("NBA") and the New York Rangers of the National Hockey League
("NHL"), along with the Hartford Wolf Pack of the American Hockey League and the New York Liberty
of the Women's National Basketball Association), the MSG Networks sports programming business, and
an entertainment business. It also operates the Madison Square Garden Arena, Radio City Music Hall,
the Hartford Civic Center and Rentschler Field (sports and entertainment venues in Connecticut), and
faces competitive challenges unique to these activities. We derive revenues in this segment primarily
from the MSG Networks (see below), the sale of tickets, including luxury box rentals, to sporting and
entertainment events, from rental rights fees paid to this segment by promoters that present events at our
entertainment venues and the sports teams' share of league-wide distributions of national television rights
fees and royalties. We also derive revenue from the sale of advertising at our venues, from food,
beverage and merchandise sales at our venues and from the licensing of our trademarks. MSG Networks
derives its revenues from affiliate fees paid by cable television and satellite providers, sales of
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advertising, and from rights fees paid to this segment by broadcasters and programming services that
telecast events of third party sports teams which are under contract with MSG Networks. This segment's
financial performance is related to the performance of all the teams presented and the attractiveness of its
entertainment events.

MSG's short-term agreement with Time Wamer Cable, Inc. expired on March 7, 2005 and Time Warner
Cable discontinued carriage of MSG Network and FSN New York at such time. On May 9, 2005,
Madison Square Garden and Time Warner Cable reached a multiyear agreement on key rate and
positioning terms for carriage of MSG Network and FSN New York and the parties subsequently entered
into definitive documentation reflecting such agreement, which was retroactive to January 1, 2004. In
2005, MSG Networks entered into a new contract with another affiliate which was also retroactive to
January 1, 2004. The combined retroactive impact on Madison Square Garden's revenues in 2005 for
these contracts was approximately $17.8 million. '

Our sports teams' financial success is dependent on their ability to generate advertising sales, paid
attendance, luxury box rentals, and food, beverage and merchandise sales. To a large extent, the ability of
the teams to build excitement among fans, and therefore produce higher revenue streams, depends on the
~ teams' winning performance, which generates regular season and playoff attendance and luxury box

rentals, and which supports increases in prices charged for tickets, luxury box rentals, and advertising
placement. Each team's success is dependent on its ability to acquire highly competitive personnel. The
governing bodies of the NBA and the NHL have the power and authority to take certain actions that they
deem to be in the best interest of their respective leagues, which may not necessarily be consistent with
maximizing the professional sports teams' results of operations.

Effective September 16, 2004 the NHL commenced a lockout of the players in support of its attempt to
reach a new collective bargaining agreement with the National Hockey League Players' Association
("NHL Players' Association"). The parties failed to reach an agreement after several negotiating sessions
and on February 16, 2005, the NHL announced that it had cancelled the 2004-2005 season. On July 22,
2005, the NHL and NHL Players' Association executed a 6-year collective bargaining agreement ("NHL
CBA") ending the lockout. The NHL Players' Association has the right to terminate the NHL CBA after
4 years or extend it to 7 years. The new NHL CBA includes an automatic 24% salary reduction for
existing player contracts and establishes a team salary cap for each season based on a percentage of
hockey-related revenues. The team salary cap for the 2005-2006 season is approximately $39 million.
The néw NHL CBA also provides for a revenue sharing system by which the top ten teams in terms of
gross preseason and regular season revenue (as defined in the NHL CBA), will be required to contribute
to a fund which will be distributed to other teams under certain circumstances. The Company currently
expects that its NHL team will be one of the top ten revenue teams in the NHL in 2005-2006 and will be
required to contribute approximately $4.4 million to the revenue sharing fund.

On July 29, 2005, the NBA and the National Basketball Players' Association entered into a new 6-year
Collective Bargaining Agreement ("NBA CBA") with the NBA's option to extend it to 7 years. Among
other changes, the new NBA CBA changed the way luxury tax on player salaries is calculated. Under the
expired NBA CBA, if the relationship of league-wide player salaries to defined league-wide basketball
related income ("BRI") exceeded a specified percentage, teams whose salaries exceeded this specified
‘percentage of BRI (team tax trigger) were required to pay a dollar-for-dollar luxury tax to the extent its
salaries exceeded the team tax trigger. Under the new NBA CBA, teams will pay a dollar-for-dollar
luxury tax each year in which they exceed the team tax trigger, regardless of the relationship of league-
wide player salaries to BRI. While Madison Square Garden did not pay a luxury tax for the 2004-2005
season, it did pay approximately $35 million for the 2003-2004 season. Based on the new NBA CBA,
Madison Square Garden anticipates paying a luxury tax for the 2005-2006 season (the amount is currently
estimated to be approximately $35 million). In the third quarter of 2005, Madison Square Garden accrued
$12.9 million in Juxury tax for a player who had previously been waived but whose salary for the 2005-
2006 and 2006-2007 seasons will nevertheless be subject to luxury tax under the new NBA CBA. When
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the season began, in the fourth quarter of 2005, Madlson Square Garden began accruing its estimated
luxury tax for its other players for the 2005-2006 season.

The success of our MSG Networks sports programmlng business is affected by our ability to secure
desired programming of professional sports teams, in addition to our proprietary programming. The
continued carriage and success of the teams that are telecast by us will impact our revenues from
distribution and from the rates charged for affiliation and advertising, as well as the ability to attract
advertisers. In the second quarter of 2004, the New York Mets gave notice of termination of its broadcast
rights agreement with MSG Networks. The termination of the rights agreement was effective after the
end of the 2005 baseball season. Although the termination of the rights agreement will have a negative
impact on Madison Square Garden's revenue, we do not believe that it will have a significant impact on
Madison Square Garden's results of operations.

Our entertainment business is largely dependent on the continued success of our Radio City Christmas
Spectacular and our touring Christmas shows, as well as availability of, and our venues' ability to attract,
concerts, family shows and events. The dependence of this segment's revenues on its sports teams and
Christmas shows make it seasonal with a disproportionate share of its revenues and operating income
being derived in the fourth quarter of each year.

Critical Accounting Policies

In preparing its financial statements, the Company is required to make certain estimates, judgments and
assumptions that it believes are reasonable based upon the information available. These estimates and
assumptions affect the reported amounts of assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the periods presented. The significant accounting
policies which we believe are the most critical to aid in fully understanding and evaluating our reported
financial results include the following: ‘

Impairment of Long-Lived and Indefinite-Lived Assets:

The Company's long-lived assets at December 31, 2005 include excess costs over fair value of net assets
acquired ("goodwill") of approximately $1.0 billion, approximately $1.6 billion of other intangible assets
($901.0 million of which are indefinite-lived intangibles) and approximately $3.9 billion of property,
plant and equipment. Such assets accounted for approx1mately 66% of the Company s consolidated total
assets. ; .

In accordance with Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible
Assets, the Company is required to determine goodwill impairment using a two-step process. The first
step of the goodwill impairment test is used to identify potential impairment by comparing the fair value
of a reporting unit with its carrying amount, including goodwill. If the carrying amount of a reporting |
unit exceeds its fair value, the second step of the goodwill impairment test is performed to measure the
amount of impairment loss, if any. The second step of the goodwill impairment test compares the implied
fair value of the reporting unit's goodwill with the carrying amount of that goodwill. If the carrying
amount of the reporting unit's goodwill exceeds the implied fair value of that goodwill, an impairment
loss is recognized in an amount equal to that excess. The implied fair value of goodwill is determined in
the same manner as the amount of goodwill that would be recognized in a business combination.

The impairment test for other indefinite-lived intangible assets consists of a comparison of the fair value
of the intangible asset with its carrying value. If the carrying value of the intangible asset exceeds its fair
value, an impairment loss is recognized in an amount equal to that excess. For other long-lived assets,
including intangibles that are amortized, the Company evaluates assets for recoverability when there is an
indicator of potential impairment. If the undiscounted cash flows from a group of assets being evaluated
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is less than the carrying value of that group of assets, the fair value of the asset group is determined and
the carrying value of the asset group is written down to fair value. ‘

In assessing the recoverability of the Company's goodwill and other long-lived assets, the Company must
make assumptions regarding estimated future cash flows and other factors to determine the fair value of
the respective assets. These estimates and assumptions could have a significant impact on whether an
impairment charge is recognized and also the magnitude of any such charge. Estimates of fair value are
primarily determined using discounted cash flows and comparable market transactions. These valuations
are based on estimates and assumptions including projected future cash flows, discount rate,
determination of appropriate market- comparables and the determination of whether a premium or
discount should be applied to comparables. For the Telecommunications Services segment, these
valuations also include assumptions for average annual revenue per customer, number of homes passed,
operating margin and market penetration as a percentage of homes passed, among other assumptions. For
the Madison Square Garden and Rainbow segments, these valuations also include assumptions for
projected average rates per basic and viewing subscribers, number of events (MSG segment only), access
to sports programming and film rights and the cost of such programming and film rights, amount of
programming time that is advertiser supported, number of advertising spots available and the sell-out
rates for those spots, average fee per advertising spot, and operating margins, among other assumptions.
If these estimates or material related assumptions change in the future,” we may be required to record
additional impairment charges related to our long-lived assets.

In order to evaluate the sensitivity of the fair value calculations of the Company's reporting units on the
impairment calculation for indefinite-lived intangibles, the Company applied a hypothetical 10% decrease
to the fair values of each reporting unit. This hypothetical decrease would have no impact on the
impairment analysis for any of the Company's reporting units.

Rights to feature film inventory acquired under license agreements along with the related obligations are
recorded at the contract value when a license agreement is executed or the license period has begun.
Costs are amortized to technical and operating expense on the straight-line basis over the respective
license periods. We periodically review the programming usefulness of our feature film inventory based
on a series of factors, including ratings, type and quality of program material, standards and practices, and
fitness for exhibition based on the programming of the individual programming service. If we determine
that substantially all of the films in a film license agreement have no future programming usefulness and
will no longer be exploited, we would record a. write-off for the portion of the unamortized cost of the
film license agreement that was attributed to those films.

In 2004, the Company recorded impairment losses totaling approximately $354.8 million related to its
decision to seek strategic alternatives for the Rainbow DBS segment of its operations. The Company
recorded impairment charges of $90.5 million included in depreciation and amortization expense relating
to long-lived assets and other indefinite-lived intangible assets and $75.8 million included in technical
and operating expenses representing the write down of certain film and programming contracts relating to
its VOOM HD Networks programming service. In addition, the Company recorded an impairment charge
relating to the Rainbow DBS satellite distribution business of $155.4 million reflecting the excess of the
carrying value over the estimated fair value of long-lived assets and goodwill and other indefinite-lived
intangible assets and a charge of $33.1 million representing the write off of equipment inventory and
deposits which have been recorded in discontinued operations. In addition to the Rainbow DBS segment
impairment losses, we recorded impairment losses of approximately $0.7 million, $0.3 million and
$17.9 million in the years ended December 31, 2005, 2004 and 2003, respectively, included in technical
and operating expense, representing the impairment of certain film and programming contracts and
$8.3 million and $2.4 million in 2005 and 2004, respectively, included in depreciation and amortization
related to certain other long-lived assets and intangibles primarily within our theater operations and
Rainbow segment.
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Useful Lives of Finite-Lived Intangible Assets:

The Company has recognized intangible assets for affiliation relationships, affiliate agreements,
advertiser relationships, season ticket holder relationships and suite holder contracts and relationships as a
result of the Regional Programming Partners restructuring transaction with News Corporation in April
2005. In addition, the Company has also recognized intangible assets for affiliate agreements and
advertiser relationships as a result of the July 2003 repurchase of MGM's 20% interest in each of AMC,
WE and IFC and the repurchase of NBC's interests in Rainbow Media Holdings in various transactions in
2001 and 2002. The Company has determined that such intangible assets have finite lives and has
estimated those lives to be 4 to 11 years for affiliate agreements, 24 years for affiliation relationships, 7 to
10 years for advertiser relationships, 10 to 15 years for season ticket holder relationships and 3 to 11 years
for suite holder contracts and relationships. At December 31, 2005, the carrying values, net of
accumulated amortization, were $476.7 million for affiliate agreements and affiliation relationships, $42.7
million for broadcast rights and other agreements, $72.8 million for advertiser relationships, $70.4 million
for season ticket holder relationships, $18.7 million for suite holder contracts and relatlonshlps and $57.6
million for other intangibles.

The amount we originally allocated in purchase accounting to the affiliate agreements and affiliation
relationships finite-lived intangibles in our consolidated financial statements is the estimated aggregate
fair value of those affiliate agreements, affiliation relationships and the related customer relationships.
‘The useful lives for the affiliate agreements were determined based upon an analysis of the weighted
average lives of existing agreements the Company had in place with its major customers at the time that
purchase accounting was applied, plus an estimate for renewals of such agreements. The Company has
been successful in renewing its affiliate agreements and maintaining customer relationships in the past
and believes it will be able to renew its major affiliate agreements and maintain those customer
relationships in the future. However, it is possible that the Company will not successfully renew such
agreements as they expire or that if it does, the net revenue earned may not equal or exceed the net
revenue currently being earned, which could have a significant adverse impact on our business. In light
of these facts and circumstances, the Company has determined that an estimated useful life of 4 to
11 years for affiliate agreements and 24 years for affiliation relat10nsh1ps is appropriate depending on the
nature of the underlying intangible asset.

There have been periods when an existing affiliate agreement has expired and the parties have not
finalized negotiations of either a renewal of that agreement or a new agreement for certain periods of
time. In substantially all these instances, the affiliates continued to carry and pay for the service under
oral or written interim agreements until execution of definitive replacement agreements or renewal. In
one case during 2004, there was a 10 day period in which an affiliate was restricted from carrying certain
of the Company's sports and entertainment networks because the parties had not reached agreement on
contract renewal terms. We reached a short-term agreement with the affiliate at the end of the 10 day
period and that affiliate continuously carried the networks pursuant to successive subsequent short-term
agreements through March 7, 2005. However, we were unable to reach an agreement with this affiliate at
expiration on March 7, 2005, and this affiliate discontinued carriage of certain of the Company's sports
networks. On May 9, 2005, we reached a multi-year agreement on key rate and positioning terms for
carriage of these sports networks and the parties subsequently entered into definitive documentation
reflecting such agreement. See "Impairment of Long-Lived and Indefinite-Lived Assets" above.

If an affiliate were to cease carrying the service on an other than temporary basis, the Company would
record an impairment charge for the then remaining carrying value of that affiliate agreement. If the
Company were to renew an affiliate agreement at rates that produced materially less net revenue
compared to the net revenue produced under the previous agreement, the Company would evaluate the
impact on its cash flows and, if necessary, would further evaluate such indication of potential impairment -
by following the policy described above under "Impairment of Long-Lived and Indefinite-Lived Assets”
for the asset group containing that intangible. The Company also would evaluate whether the. remaining
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useful life of the affiliate agreement remained appropriate. Based on December 31, 2005 carrying values,
if the estimated life of all affiliate agreements and affiliation relationships were shortened by 10%, the
effect on amortization in the year ending December 31, 2006 would be to increase our annual
amortization expense by approximately $7.1 million.

Valuation of Deferred Tax Assets.

Deferred tax assets have resulted primarily from the Company's future deductible temporary differences
and net operating loss carry forwards. In assessing the realizability of deferred tax assets, management
considers whether it is more likely than not that some portion or all of the deferred tax asset will not be
realized. The Company's ability to realize its deferred tax assets depends upon the generation of
sufficient future taxable income to allow for the utilization of its net operating loss carry forwards and
deductible temporary differences and tax planning strategies. If such estimates and related assumptions
change in the future, the Company may be required to record additional valuation allowances against its
deferred tax assets resulting in additional income tax expense in the Company's consolidated statement of
operations. Management evaluates the realizability of the deferred tax assets and the need for additional
valuation allowances quarterly. At this time, based on current facts and circumstances, management
believes that it is more likely than not that the Company will realize benefit for its gross deferred tax
assets, except those deferred tax assets against which a valuation allowance has been recorded. In 2005,
2004 and 2003, the Company recorded increases in the valuation allowance of $6.5 million, $14.0 million
and $28.0 million, respectively, relating to certain state net operating loss carry forwards. During 2005,
certain state net operating loss carry forwards expired prior to utilization. The deferred tax asset
corresponding to the expired net operating loss carry forwards had been fully offset by a valuation

¢ . allowance. The deferred tax asset and valuation allowance were both reduced by $7.0 million.

Plant and Equipment:

Costs incurred in the construction of the Company's cable television system, including line extensions to,
and rebuild of, the Company's hybrid fiber-coaxial infrastructure and costs incurred in the construction of
the Company's headend facilities are capitalized. "These costs consist of materials, subcontractor labor,
direct consulting fees, and internal labor and related costs associated with the construction activities. The
internal costs that are capitalized consist of salaries and benefits of Company employees and the portion
of facility costs, including rent, taxes, insurance and utilities, that supports the construction activities.
These costs are depreciated over 12 years based on the estimated life of the plant, and headend facilities
are depreciated over the estimated life of the specific component, ranging from 4 years for certain
electronics to 15 years for tower sites. Costs of operating the plant and the technical facilities, including
repairs and maintenance and call completion fees, are expensed as incurred.

Costs incurred to connect businesses or residences that have not been previously connected to the
infrastructure or digital platform are also capitalized. These costs include materials, subcontractor labor,
internal labor to connect, provision and provide on-site and remote technical assistance and other related
costs associated with the connection activities. In addition, on-site and remote technical assistance during
the provisioning process for new digital product offerings are capitalized. The departmental activities
supporting the connection process are tracked through specific metrics, and the portion of departmental
costs that is capitalized is determined through a time weighted activity allocation of costs incurred based
on time studies used to estimate the average time spent on each activity. New connections are amortized
over 5 years or 12 years for residence wiring and feeder cable to the home, respectively. The portion of
departmental costs related to reconnection, programming service up- and down- grade, repair and
maintenance, and disconnection activities are expensed as incurred.

Certain of these capitalized costs are based on estimates of activity levels and other historical statistics.
These estimates are evaluated at least semi-annually, and any changes that result, which may be
significant, are reflected in the results of operations in the period in which the evaluations are performed.
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" Benefit Plans:

The Company utilizes actuarial methods required by Statement of Financial Accounting Standards
No. 87, Employers' Accounting for Pensions, to account for the Company's CHOICE Cash Balance
Retirement Plan (the "CSC Plan") and the Madison Square Garden Retirement Plan (the "MSG Plan")
(collectively, the "Plans™). The actuarial methods for the Plans require numerous assumptions to calculate
the net periodic pension benefit expense and the related pension benefit obligation for the Plans. Inherent
in these valuations are key assumptions, including the discount rate and expected long-term rate of return
on plan assets. Material changes in the pension costs of the Plans may occur in the future due to changes
in these assumptions, changes in the number of the CSC Plan participants (the MSG Plan is frozen and no
longer admits new participants), changes in the level of benefits provided, changes in asset levels and
chianges in legislation. -Our assumptions reflect our historical experience and management s best .
Judgment regardmg future expectatlons

Since pension liabilities are measured on a discounted basis, the discount rate is a significant assumption.
The discount rate is subject to change each year, consistent with changes in applicable high-quality, long-
term corporate bond indices. Based on the expected duration of the benefit payments for the Plans, we
refer to applicable bond yields (such as Moody's Aaa-Baa Corporate Bonds) and the Buck Consultants'
Discount Rate Model (which is developed by examining the yields on selected highly rated corporate
bonds), to select a rate at which we believe the Plans' benefits could be effectively settled. Based on the
published rates and the results from the Buck Consultants' Discount Rate Model as of December 31,
2005, we used a discount rate of 5.75%, a decline of 25 basis points from the 6.00% rate used as of
December 31, 2004 for the Plans. For the year ended December 31, 2005, this had the effect of
increasing the CSC Plan's projected pension benefit obligation by approximately $2.2 million and for
2006, this has the effect of increasing pension service cost for the CSC Plan by approximately
$0.4 million. For the year ended December 31, 2005, this had the effect of increasing our projected
pension benefit obligation by approximately $2.9 million for the MSG Plan and for 2006, this has the
effect of increasing pension service cost for the MSG Plan by approx1mately $0.2 million.

* The expected long-term rate of return on the Plans' assets should, over time, approximate the actual long-
term returns on Plan assets. The expected long-term rate of return on the Plans' assets is selected by
taking into account the targeted asset mix of the Plans, and whether the Plans' assets are actively
managed. The forward-looking assumptions underlying our expected long-term rate of return are
developed by our actuary and reviewed by us for reasonableness. The return and risk assumptions
-consider such factors as historical and anticipated long-term performance of individual asset classes, risk
premium for active management based on qualitative and quantitative analysis and correlations of the
asset classes that comprise the asset portfolio. The expected rate of return on the Plans’ assets will remain
unchanged at 8.0% for 2006. A 25 basis point change in the expected long-term rate of return would
result in approximately a $0.3 million and $0.1 million change in the CSC Plan's and MSG Plan's
expense, respecnvely

Generally accepted accounting principles include mechanisms that serve to limit the volatility in our
earnings which otherwise would result from recording changes in the value of plan assets and benefit
obligations in our consolidated financial statements in the periods in which those changes occur. For
example, while the expected long-term rate of return on the Plans' assets should; over time, approximate
the actual long-term returns, differences between the expected and actual returns could occur in any given
}?ear. These differences contribute to the deferred actuarial gains or losses, which are then amortized over
time. During years 2005 and 2004 for the CSC Plan and in 2005 for the MSG Plan, the Plans did not
achieve their expected rate of return on assets, causing expected returns to exceed actual returns.
Declining discount rates, and these lower than anticipated asset returns resulted in a lower than expected
funded ‘position for the Plans.
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At December 31, 2005, the CSC Plan had a projected benefit obligation of $133.8 million and assets of
$116.6 million, after taking into account $26.0 million in contributions made in 2005. Contributions of

. $6.8 million will be required for the CSC Plan in 2006. The Company, currently expects to contnbute the
minimum required contribution in 2006.

Pension expense was $23.3 million, $23.9 million and $22.8 million for the years ended December 31,
2005, 2004 and 2003, respectively for the CSC Plan. Pension expense for the CSC Plan for 2006 is
estimated to be approximately $23.8 million. The 2006 pension expense estimate iricorporates the 2006
assumptions described above, as well as the impact of increased CSC Plan assets resulting from our
anticipated contributions of $6.8 million-to be made in 2006.

At December 31, 2005, the MSG Plan had a projected benefit obligation of $68.1 million and assets of -
$39.3 million, after taking into account $7.5 million in contributions made in fiscal 2005. The Company
is currently not required to make a minimum contribution to the MSG Plan in 2006, however, we expect
to make a discretionary contribution of $3.8 million to reduce future contribution requirements.

Pension expense was $3.7.million and $4.3 million for years 2005 and 2004, respectively, for the MSG
Plan. Pension expense for 2006 is estimated to be approximately $4.0 million. The 2006 pension
expense estimate incorporates the 2006 assumptions described above, as well as the impact of increased
MSG Plan assets resulting from our anticipated contributions of $3.8 million to be made in 2006.
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Certain Transactions

The following transactions occurred during the periods covered by this Management's Discussion and
Analysis of Financial Condition and Results of Operations.

2005 Transactions. In April 2005, the Company and News Corporation restructured the Regional
Programming Partnership. As a-result, the Company now owns 100% of Madison Square Garden and no
longer owns interests in Fox Sports Net Ohio, Fox Sports Net Florida, National Sports Partners or
National Advertising Partners. The Company also owns 100% of Fox Sports Net Chicago as well as 50%
of Fox Sports Net New England and continues to own 60% of Fox Sports Net Bay Area.

In April 2005, subsidiaries of the Company entered into agreements with EchoStar relating to the launch
and operation of the business of Rainbow HD Holdings LLC, the Company's VOOM HD Networks high
definition television programming service, subject to the closing of the sale of our satellite (Rainbow 1) to
EchoStar which occurred in November 2005. Under those arrangements, EchoStar was initially
distributed a portion of the VOOM HD Networks programming service and, beginning in 2006 began
carrying all 15 of the channels (10 were available at December 31, 2005} included in the programming
service. In connection with the arrangements, EchoStar was issued a 20% interest in Rainbow HD
Holdings, the Company's subsidiary owning the VOOM HD Networks, and that 20% interest will not be
diluted until $500 million in cash has been invested in Rainbow HD Holdings' equity by the Company.

Under the terms of the affiliation arrangements with EchoStar covering the VOOM HD Networks fora 15
year term, if Rainbow HD Holdings fails to spend $100 million per year, up to a maximum of $500
million in the aggregate (which $100 million annual amount may be reduced to no less than $38 million
per year, to the extent that the number of offered channels is less than 21) on its service offerings,
EchoStar may terminate the affiliation agreement. The Company has the rrght to terminate the affiliation
agreement if the VOOM HD Networks are discontinued in the future.

2004 Transactions. In 2004, Rambow DBS invested approximately $85.0 million in exchange for a
substantial interest in an entity that had acquired licenses from the FCC to provide multichannel video
distribution and data service in 46 metropolitan areas in the United States.

In July 2004, Northcoast Communications, a 49.9% owned subsidiary of the Company, completed its sale
of its wholly-owned subsidiary, Cleveland PCS, to an unafﬁhated entity. The Company did not record
any gain or loss in connection with the sale

2003 Transactions. In March 2003, the Company transferred the stock of its wholly- owned subsidiary,
Cablevision Electronics Investments, Inc., to GBO Electronics Acquisition, LLC.

In May 2003, Northcoast Communications completed its sale of PCS licenses to Verizon Wireless for
approximately $763.0 million in cash. Of the proceeds, approximately $51.0 million was used by
Northcoast Communications to retire debt. The remaining proceeds, after payment of expenses, were
distributed to the partners of Northcoast Communications, including the Company.

In July 2003, the Company repurchased MGM's 20% interest in each of AMC, The Independent Film
Channel and WE: Women's Entertainment for $500.0 million.

In December 2003, Regional Programming Partners acquired News Corporation's 50% interest in each of

Fox Sports Net Chicago and Fox Sports Net Bay Area pursuant to News Corporation's exercise of its
contractual put right for $150.0 million.
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Results of Operations - Cablevision Systems Corporation

The following table sets forth on.a historical basis certain items related to operations as a percentage of

net revenues for the periods indicated:

STATEMENT OF OPERATIONS DATA

Years Ended December 31,

2005 Increase
% of Net % of Net (Decrease)
Amount Revenues Amount Revenues in Net Income
(dollars in thousands)
Revenues, net......c.ooeecervveerees $5,175,911 100% $4,750,037 100% $ 425,874
Operating expenses:
Technical and operating
(excluding
depreciation,
amortization and
impairments shown
BRIOW)..oiirreircrecans 2,297,037 44 2,262,694 48 (34,343)
Selling, general and
administrative................ 1,292,565 25 1,192,457 25 (100,108)
Other operating income...... - - (95,758) 2) (95,758)
Restructuring charges
(credits).....overrvreeiieens (433) N 151 - 584
Depreciation and
amortization
(including '
impairments).................. 1,084,304 21 1,137,940 24 53,636
Operating Income ................. 502,438 10 252,553 5 249,885
Other income (expense):
Interest expense, net .......... (747,511) (14) (712,440) (15) (35,071)
Equity in net income
" (loss) of affiliates........... 3,286 - (12,991) - 16,277
Gain on sale of
programming and
affiliate interests, net ..... 64,968 1 2,232 - 62,736
Gain (loss) on
investments, net............. (138,312) 3) 134,598 3 (272,910)
Write-off of deferred
financing costs............... - - (18,961) - 18,961
Gain (loss) on derivative
contracts, net.........c.e.... 119,180 2 (165,305) (3) 284,485
Loss on extinguishment ‘
of debt......cooviiiinrnceene - - (78,571 2 78,571
Minority interests....... (5,034) - (65,568) . H 60,534
Miscellaneous, net 651 - 46 - 605
Loss from continuing
operations before taxes ..... (200,334) 4 (664,407) (14) 464,073
Income tax benefit............... 79,401 2. 194,808 4 (115,407)
Loss from continuing , :
Operations.......c...coceveerennee (120,933) 2) (469,599) (10) 348,666
Income (loss) from
discontinued operations,
net of taxes..........coeevevevrnne 215,233 4 (199,057) ) 414,290
Income (loss) before
extraordinary item.............. 94,300 2 (668,656) (14) 762,956
Extraordinary loss on
investment, net of taxes ..... - - (7,436) - 7,436
Net income (1088)......oveveeeen $ 94,300 2% $(676,092) 149H% $ 770,392
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STATEMENT OF OPERATIONS DATA (continued) .

Years Ended December 31,

Revenues, net...........ccoee.e

Operating expenses:
Technical and operating
(excluding
depreciation,
amortization and
impairments shown

Selling, general and
administrative ..............
Other operating income ...
Restructuring charges ......
Depreciation and
amortization
(including
impairments)
Operating income
Other income (expense):
Interest expense, net ........
Equity in net income
(loss) of affiliates.........
Gain (loss) on sale of
programming and
affiliate interests, net ...
Gain on investments,

Write-off of deferred
financing costs.............
Loss on derivative
contracts, net........cc......
Loss on extinguishment
of debt...ccveeniiccanen
Minority interests.............
Miscellaneous, net ...........
Loss from-continuing
operations before taxes ...
Income tax benefit
(eXPense)....evurevrrveiernnnn,
Loss from continuing
OPErations.......c..cooeccrunnenes
Loss from discontinued
operations, net of taxes ...
Loss before extraordinary

Extraordinary loss on
investment, net of taxes ..
Net 108S ecveieieeciiiree e

(59)

2003 (Increase)

% of Net % of Net Decrease”

Amount Revenues Amount Revenues in Net Loss

. (dollars in thousands)

$4,750,037 100% $4,023,209 100% $ 726,828
2,262,694 48 ) 1,864,579 46 (398,115)
1,192,457 25 1,083,394 27 . (109,063)
(95,758) ) (4,758) - 91,000
151 - 10,725 - 10,574
1,137,940 24 1,042,850 26 (95,090
252,553 5 26,419 1 226,134
(712,440) (15) (604,769) (15) (107,671)
(12,991) - ) 429,732 11 (442,723)
2,232 - (13,644) - 15,876
134,598 3 235,857 6 (101,259)
(18,961) - (388) - (18,573)
(165,305) (3 (208,323) (5) 43,018
(78,571) 2) - - (78,571)
(65,568) ) (116,950) 3) 51,382
46 . 3,719 - - (3,673)
(664,407) (14) (248,347) ©6) (416,060)
194,808 4 -(26,416) (H 221,224
(469,599) (10) (274,763) @) (194,836)
(199,057) 4 (22,476) o) (176,581)
(668,656) (14) (297,239) ) (371,417)
(7,436) - - - (7,436)

$ (676,092) (14)% $(297,239) (% $(378,853)




Comparison of Consolidated Year Ended December 31, 2005 Versus Year Ended December 31,
2004 .

Revenues, net for the year ended December 31, 2005 increased $425.9 million (9%) as compared to
‘revenues for the prior year. The net increase is attributable to the following:

(dollars in millions)

Increase in revenue from high-speed data and vOICE SEIVICES ......ovviivereiee et $269.6
Higher recurring revenue from cable television SEIVICES.........civviiiiiiinieiiiii e, 159.7
Increases in video-on-demand and pay-per-view SEIrviCes IEVENUE .......ovvevrvveivecreecresreecreesvenaesrrennn, 27.2
Increase in AMC, TFC and WE FEVEIUES .....c..ccveiiiiiiireeiie e e nriecineiie e rineestseerseesans e s sneeonneesnes, 34.1
Decreased revenue at Fox Sports Net Chicago................ et e s ST [ETRR (114.1)
Decreased revenue in the other Rainbow programming businesses ...........c.ccceveveruiveereererisseenen. (14.9)
Increase in Madison Square, GArden's TEVEINUE ..........cccoervirrrcierrinerceinenteree st seceve s aae s v, 25.6
Other net increases, net of inter-segment eliminations..........cccoccveeerrrnicnnrireniorennneeese e, 38.7

‘ $425.9

Technical and operating expenses (excluding depreciation and amortization. (including impairments))
include primarily: ‘

e cable programming costs which are costs paid to programmers, net of amortization of any launch
support received, for cable content and are generally paid on a per-subscriber basis;

e network management and field service costs which represent costs associated with the
’ maintenance of our broadband network, including costs of certain customer connections;

e contractual rights payments to broadcast certain live sporting events and contractual payments
pursuant to employment agreements with professional sports teams' personnel;

e programming and production costs of our Rainbow businesses; and
¢ interconnection, call completion and circuit fees relating to our telephone and VoIP businesses.

Technical and operating expenses (excluding depreciation and amortization, (including impairments)) for
2005 increased $34.3 million (2%) compared to 2004. The net increase is attributable to the following: .

(dollars in millions)

Film inventory and programming contracts impairment charges for VOOM HD Networks in

2004 ..ottt et h ke ettt e et et e bbb ses e ettt st et eanns $(75.8)
Decreased contractual rights, programming and production costs at Fox Sports Net Chicago ........ (71.1)
Net decrease in the Rainbow segment's other contractual rights, programming and production

COSTS 11vevviteiveetretesresreeresseeneebeat et es e st e e s b e eb e e bt e b e b b s b e e h ettt b e ke bt e e b et bere st en b et aebeeteaneeneenn e, 9.0)
Decrease in Madison Square Garden's EXPENSES ............ccvereirnrmieneiirerencinenieresreneteeeseeessensesnns. (42.6)
Increase in programming costs of the Telecommunications Services segment ............c.ccceeveernne, 114.5
Increase in network management and field service costs of the Telecommunications Services .

segment........... i etttk h e et ed e h R b bt eb et ke R r R b et b et at e e e teerea, 67.6
Increase in call completion costs related to the voice services business of the ’ :

Telecommunications SErvices SEZIMENT .......cviviiiiiiririieviieeiri ettt scareseesae s esbesretaereessereeanereens ' 283
Other net increases, net of inter-segment eliminations...........c.c.......... bbbt 224

$343

As a percentage of revenues, technical and operating expénses decreased 4% during 2005 as compared to
2004. The decrease resulted primarily from impairment charges in 2004 amounting to 2% of revenues.
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Selling, general and administrative expenses include primarily sales, marketing and advertising expenses,
administrative costs, costs of facilities and costs of customer call centers. Selling, general and
administrative expenses increased $100.1 million (8%) for 2005 as compared to 2004. The net increase is
attributable to the following:

{dollars in millions)

Increase in general and administrative costs..........ccccvven. OO UUT ROV PTOROPRUTUPTROS $43.0
Increase in sales and Marketing COSES ......ivviiiiiiiiiire e, 30.9
Increase in customer service costs of the Telecommunications Services segment..........cocecvrevenen, 31.9
Increase in expenses relating to a long-term incentive Plan ..., 10.5
Decrease in stock plan expenses (includes the effects of changes in stock price, the vesting of
restricted stock and employee SEParations)........ccc.covvriveiciieriieieieies e (7.6)
Other net decreases, net of inter-segment eliminations ..........c.cccovevin. e, (8.6)
$100.1

As a percentage of revenues, selling, general and administrative expenses remained constant in 2005
compared to 2004, including and excluding the effects of the stock plan.

Other operating income of $95.8 million for the year ended December 31, 2004 includes a $54.0 million
cash payment received in connection with the New York Mets' notice of termination of the broadcast
rights agreement with Madison Square Garden which was effective at the end of the 2005 baseball season
and a $41.8 million reversal of a purchase accounting liability related to this broadcast rights agreement.

Restructuring charges (credits) amounted to $(0.4) million in 2005 and $0.2 million in 2004. The 2005
- amount is comprised of a $2.0 million credit resulting from changes in estimates of facility realignment
costs relating to the 2001 and 2002 restructuring plans, partially offset by $1.1 million of current
severance costs in 2005 and $0.5 million of additional provisions for severance costs associated with the
2004 and 2003 restructuring plans. The 2004 amount is comprised of $5.9 million of severance costs,
partially offset by a $5.7 million credit resulting from changes in estimates of facility realignment and
other costs relating to the 2001, 2002 and 2003 restructuring plans.

Depreciation and amortization (including impairments) decreased $53.6 million (5%) for 2005 as
compared to 2004. The decrease resulted primarily from impairment charges in 2004 of $78.5 million
relating to certain Rainbow DBS assets that are not held for sale and $12.0 million related to certain assets
of the VOOM HD Networks. These decreases were partially offset by an increase of $36.9 million
resulting primarily from depreciation of new fixed assets, impairment charges of $8.3 million recorded in
2005 relating primarily to certain long-lived assets and intangibles within our theater operations and
Rainbow segment and an increase in amortization expense as a result of an increase in amortizable
intangibles resulting from the Regional Programming Partners transaction, partially offset by lower write-
off and disposal costs of certain fixed assets.

Net interest expense increased $35.1 million (5%) during 2005 compared to 2004, The net increase is
attributable to the following:

(dollars in millions)

Increase due to higher average debt balances.................. et e ettt $56.0
Increase due to higher average Interest 1ates ..o 522
Decrease in dividends on CSC Holdings' Series H and Series M Redeemable Preferred Stock
due to their redemption in May 2004............ccoovvcerrrnnncs bbb s (60.6)
Higher INterest iNCOME........vieverierrerieiireenee e eiriesieeen e s seeneeenenes SO TUTORURRURPRN (8.49)
OthEr NEE AECIEASES ... .c.cvviririiiececeerese et st bbb s st be b ne sttt be s e “.D
$35.1

1)




Equity in net income of affiliates amounted to $3.3 million in 2005 compared to equity in net loss of
affiliates of $13.0 million in 2004. Such amounts consist of the Company's share of the net income or
loss of certain businesses in which the Company has varying minority ownership interests.

Gain on sale of programming and affiliate interests amounted to a gain of $65.0 million for the year ended
December 31, 2005 compared to a gain of $2.2 million for the year ended December 31, 2004. The 2005
gain resulted primarily from the Company and News Corporation's restructuring of their ownership of
National Sports Partners and National Advertising Partners. The 2004 gain resulted from the sale of a
minority-owned affiliate interest.

Gain (loss) on_investments, net for the );ears ended December 31, 2005 and 2004 consisted of the
following: .

N Years Ended December 31,

2005 2004
(dollars in millions)

Increase (decrease) in the fair value of Charter Communications, Adelphia
Communications, AT&T, AT&T Wireless (2004 period only), Comcast,

General Electric and Leapfrog common Stock ......ccocovviinenenercrnenie oo, $(138.5) $133.5
Income related to Other INVESHMENTS ... ...cviceeierniiree et sttt et 0.2 1.1
$(138.3) $134.6

The effects of these gains and losses are largely offset by the losses and gains on related derivative
contracts described below.

Write-off of deferred financing costs of $19.0 million in 2004 consisted of costs written off in connection
with the redemption of CSC Holdings' Series H and Series M Redeemable Exchangeable Preferred Stock
and CSC Holdings' 9-7/8% senior subordinated debentures aggregating $5.1 million and termination of
certain of the Company's credit agreements aggregating $13.9 million.

Gain (loss) on derivative contracts, net for the years ended December 31, 2005 and 2004 consisted of the
following: ‘ ‘

Years Ended December 31,

2005 2004
(dollars in millions)

Unrealized and realized gain (loss) due to the change in fair value of the
Company's prepaid forward contracts relating to the AT&T, AT&T Wireless
(2004 period only), Comcast, Charter Communications, General Electric,

Leapfrog and Adelphia Communications Shares...........cccooveriirriniirenenn i $135.7 $(132.9)

Loss on exchange right and put option related to CSC Holdings' Series A
Preferred STOCK. .. ....cooviiiierieei ittt s - (3B1.7)
Unrealized and realized losses on interest-rate SWap CONracts...........cceeerererverennnn, (16.5) {0.7)
$119.2 $(165.3)

Loss on extinguishment of debt of $78.6 million for the year ended December 31, 2004 represents
premiums of $58.2 million on the early redemption of CSC Holdings' Series H and Series M Redeemable
Preferred Stock, $14.3 million on the early redemption of CSC Holdings' 9-7/8% senior subordinated
debentures, and $6.1 million on the termination of the AT&T Wireless stock monetization contracts.
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Minority interests represent other panies shares of the net income (losses) of entities which are not

entirely owned by us but which are consolidatgd in our financial statements. For the years ended
December 31, 2005 and 2004 minority interests consisted of the following:

Years Ended December 31,
2005 2004

(dollars in millions)

News Corporation's 40% share of the net (income) loss of Regional
Programming Partners.........cc.ocoeuivriiieniiicc e $2.6 , 8(72.5)

News Corporation's 40% share of the net income of Fox Sports Net Bay Area........ (6.9) -

Minority partner's interest in DTV Norwich........occooooioiiiiiinnncceen, - 7.9

Oher oo e ST RURON (0.7) (1.0)
' ! 3(5.0) $(65.6)

Net miscellaneous income of $0.7 million for the year ended December 31, 2003, resulted primarily from
dividends received on certain of the Company s investment securities, partially offset by other
miscellaneous expenses.

Income tax benefit attributable to continuing operations of $79.4 million in 2005 resulted primarily from
the pretax loss, state taxes and an adjustment to the state tax rate, partially offset by an increase in the
valuation allowance of $6.5 million, and non-deductible expenses. Income tax benefit attributable to
continuing operations of $194.8 million in 2004 resulted primarily from the pretax loss, offset by an
increase in the valuation allowance of $14.0 million, non-deductible preferred stock dividends, a non-
deductible adjustment related to the exchange right and put option related to the Series A Preferred Stock
of CSC Holdings, a non-deductible redemption premium related to the Series H and M Preferred Stock of
CSC Holdings, state taxes, and an adjustment to the deferred tax rate.

Income (loss) from discontinued operations, net of taxes for the years ended December 31, 2005 and 2004
reflects the following items, net of related income taxes and minority interests:

Years Ended December 31,
2005 2004

(dollars in millions)

Net operating results of the Rainbow DBS satellite distribution business

(including impairment charges of $188.5 million in 2004), net of taxes .............. $(60.8) $(220.3)
Net operating results of Fox Sports Net Ohio and Fox Sports Net Florida, net of :

BAXES 11urvevesaesaeees e testrestne e b et e sreea bk s a b E e e eh e b e e a b 6.7 22.9
Gain on sale of Regional Programmmg Partners restructuring, net of taxes 266.8 » -
Other, Net Of tAXES.......oiveiiii 2.5 1.7

$215.2 $(199.1)

Extraordinary loss, net of taxes of $7.4 million for the year ended December 31, 2004 resulted from
Rainbow DBS's investment in DTV Norwich, LLC and represents the excess of the purchase price over
fair value of the acquired assets.
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Business Segments Results — Cablevision Systems Corporation

The Company classifies its business interests into three segments:

e Telecommunications Services, consisting principally of our consumer video, high-speed data,
Voice over Internet Protocol and Lightpath's commercial data and voice services operations;

e Rainbow, consisting principally of interests in national and regional cable television
programming networks including the VOOM HD Networks; and

e Madison Square Garden, which owns and operates proféssional sports teams, regional cable
television networks and an entertainment business.

The Company allocates general and administrative costs to each segment. Certain corporate level costs
not specifically identifiable with our subsidiary operations are not allocated. The financial information
for the segments does not include inter-segment eliminations.

Telecommunications Services

The table below sets forth, for the periods presented, certain historical financial information and the
percentage that those items bear to revenue for the Company's Telecommunications Services segment:

Years Ended December 31,
2005 ‘ 2004
Increase
' (Decrease) in
% of Net % of Net Operating
Amount Revenues Amount Revenues Income
(dollars in thousands)
Revenues, net........cooevene.. $3,606,765 100% $3,123,956 '100% $ 482,809
Technical and operating :
expenses (excluding
depreciation and _
amortization) .........ccccueuen. 1,504,666 42 1,276,529 41 ©(228,137)
Selling, general and :
administrative expenses .... 703,909 20 637,115 20 (66,794)
Restructuring charges ........... 295 . - 736 - 441
Depreciation and
AMOTtiZation .......c.ecvvereeenne 843,177 23 786,485 25 (56,692)
Operating income.............. $ 554,718 15% $ 423,091 14% $ 131,627 ‘

Revenues, net for the year ended December 31, 2005 increased $482.8 million (15%) as combared to
revenues for the prior year. The net increase is attributable to the following:

(dollars in millions)

Increase in revenue from high-speed data and voice services ....... e b, $269.6
Higher recurring revenue from cable television SeIVICES.........iccvivrmivrrirerereiniee e, 159.7
Increase in video-on-demand and pay-per-view SEIViCes TEVEIUE ........ccvvvereereririirrererirenreesereseanenns 272
Other net increases, net of intra-segment eliminations............ccevtveririiecione s s ' 26.3

’ $482.8

Revenue increases discussed above are primarily derived from increases in the number of subscribers to
these services, upgrades by video customers in the level of the programming package to which they
subscribe, additional services sold to our existing subscribers and general increases in rates, offset in part
by offer discounts and other rate changes. These increases are offset by the effect of changes in prices

-
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offered to our subscribers for these services. High speed data and voice services subscribers increased to
approximately 1.7 million and 0.7 million at December 31, 2005 as compared to 1.4 million and
0.3 million at December 31, 2004, respectively. Average monthly revenue per basic video subscriber
increased to $100.46 for the fourth quarter of 2005 as compared to $88.33 for the fourth quarter of 2004.

Technical and operating expenses (excluding depreciation and amortization) for 2005 increased $228.1
million (18%) compared to 2004. The net increase is attributable to the following:

{dollars in millions)

Increase in Programming COSS ...........o.owrvormserrresries b e : $114.5
Increase in network management, field service and related COSES ....ccvvnreicrinnirinncinnnneianes 67.6
Increase in call completion costs relating to the voice services business .....c.ooeevevceriinninininnnns . 283
Other Net INCIEASES......vvvererererirereinrrreeercereeeerere et OO OSPTOTRRPIUURO 17.7

‘ $228.1

As a percentage of revenues, technical and operating expenses increased 1% during 2005 as compared to
2004.

Selling, general and administrative expenses increased $66.8 million (10%) for 2005 as compared to
2004. The net increase is attributable to the following:

(dollars in millions)

Increase in sales and MATKEHNG COSES ..vvvrinriimrreniniririir ettt s ere e e $38.7
Increase in CUSIOMET SEIVICE COBES.....vviriieriiiiiiiiieii ettt et er et ss 319
Higher expenses relating to a long-term iNCENtiVe PLAM. .. ....cccorccinnnrererenarerirarieerarerssens 4.8
Decrease in stock plan expenses (includes the effects of changes in stock price, the vesting of
restricted stock and employee SEPATALIONS) cvoevveririeeer ettt 2.5)
" OLhET NEL QECIEASES .....vvvveeeirirtiteeereeerebt i s ea et sttt bbbttt nbt et e (6.1)
$66.8

As a percentage of revenues, selling, general and administrative expenses remained constant in 2005 as
compared to 2004. Excluding the effects of the stock plan, as a percentage of revenues such costs
decreased 1% in 2005 as compared to 2004.

Restructuring charges amounted to $0.3 million in 2005 and $0.7 million in 2004. The 2005 amount is
comprised of $0.9 million of current severance costs and $0.3 million of additional provisions for
severance associated with the 2004 restructuring plans, partially offset by a $0.9 million credit resulting
from changes in estimates of facility realignment costs relating to the 2002 restructuring plans. The 2004
amount is comprised of $0.8 million of new provisions associated with the elimination of positions,
including severance and outplacement costs, partlally offset by a credit of $0.1 million in facility
realignment costs relating to the 2002 restructurmg

Depreciation and amortization increased $56.7 million (7%) for 2005 as compared to 2004. The increase
resulted primarily from depreciation of new fixed. assets, primarily subscriber devices and increases in
amortization expense relating to other amortizable intangibles.
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Rainbow

The table below sets forth, for the periods presented, certain historical financial information and the
percentage that those items bear to revenues for the Company's Rainbow segment:

: Years Ended December 31,
2005 2004
Increase
(Decrease) in
%of Net % of Net Operating
Amount - Revenues Amount Revenues Income
(dollars in thousands)
Revenues, net..........ccocvie.n.. $828,994 100% $923,894 100% $(94,900)
Technical and operating
expenses (excluding
depreciation, amortization ,
and impairments) .............. 345,696 42 501,621 54 155,925
Selling, general and
administrative expenses .... 331,923 40 . 334,656 36 2,733
Restructuring charges............ 104 - 909 - 805
Depreciation and
amortization (including
IMPAIrMENts) ...oooeveevreerenn, 114,090 14 213,161 23 99,0671
Operating income (loss).... $ 37,181 4% $(126,453) (14)% $163,634

Revenues, net for the year ended December 31, 2005 decreased $94.9 million (10%) as compared to
revenues for the prior year. Approximately $114.1 million of the decrease was due to lower revenues at
Fox Sports Net Chicago as a result of the termination of certain affiliation agreements following the loss
of distribution rights agreements with two major suppliers of professional sports content and to payments
not being received in accordance with an existing affiliation agreement. A decrease of approximately
$22.4 million related to Metrochannel, which shut down two of its three channels during 2005, Partially
offsetting these decreases was an increase in advertising revenue of approximately $39.5 million
primarily from AMC, IFC and WE: Women's Entertainment and fuse and other net revenue increases
amounting to $2.1 million. ‘

Technical and operating expenses (excluding depreciation and amortization (including impairments)) for
the year ended December 31, 2005 decreased $155.9 million (31%) compared to 2004. Approximately
$107.1 million of the decrease related to the VOOM HD Networks (including an impairment charge of
$75.8 million recorded in 2004), and $71.1 million of the decrease resulted from the termination of
distribution rights agreements with two of Fox Sports Net Chicago's major suppliers of spotts content.
These decreases were partially offset by an increase of $22.3 million resulting from higher programming
and contractual costs. As a percentage of revenues, technical and operating expenses decreased 12%
during 2005 as compared 2004. The decrease resulted primarily from impairment charges in 2004
amounting to 8% of revenues.

Selling. general and administrative expenses decreased $2.7 million (1%) for 2005 compared to 2004.
The net decrease consisted of a decrease of $8.9 million from lower sales, marketing and administrative
costs for Fox Sports Net Chicago, a net decrease of $5.7 million from lower administrative costs across all
other Rainbow businesses, including a decrease in costs relating to the investigation into improper expense
recognition and a decrease of $1.4 million related to stock plan charges, partially offset by an incredse of
$9.7 million in expenses related to a long-term incentive plan and an increase of $3.6 million from higher
sales, marketing and advertising costs. As a percentage of revenues, selling, general and administrative
expenses increased 4% in 2005 compared to 2004 including and excluding the effects of the stock plan.
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Restructuring charges of $0.1 million in 2005 and $0.9 million in 2004 related primarily to expenses
associated with the elimination of positions at Fox Sports Net Chicago, including severance,
outplacement costs and other related costs. :

Depreciation and amortization (including impairments) decreased $99.1 million (46%) for 2005 as
compared to 2004. The decrease resulted primarily from impairment charges in 2004 of $78.5 million
relating to certain Rainbow DBS assets that are not held for sale and $12.1 million related to certain assets
of the VOOM HD Networks. A decrease of approximately $12.2 million resulted primarily from certain
intangibles becoming fully amortized in 2004 and a decrease of $2.6 million resulted from certain fixed
assets becoming fully depreciated. These decreases were partially offset by increases of $5.5 million
resulting from the impairment in 2005 of certain intangibles and $0.8 million from the impairment of
fixed assets.

Madison Square Garden

The table below sets forth, for the periods presented, certain historical financial information and the
percentage that those items bear to net revenues for Madison Square Garden:

Years Ended December 31,

2005 2004
Increase
‘ (Decrease) in
% of Net : %ofNet ~ Operating
Amount Revenues Amount Revenues Income
(dollars in thousands)
Revenues, net....c.ccceeirvvennnn.  $804,395 100% $778,754 100% $ 25,641
Technical and operating
expenses (excluding
depreciation and ‘
amortization) ...........ccereenen. 518,773 64 561,326 72 42,553
Selling, general and ‘
administrative expenses .... 169,172 21 146,652 19 (22,520) -
Other operating income ........ - - (95,840) (12) . (95,840)
Restructuring charges........... 366 - 4,146 - 3,780
Depreciation and .
amortization .................. 62,834 8 45,445 6 (17,389)
Operating income.............. $ 53,250 7% $117,025 15% $(63,775)

Revenues, net for the year ended December 31, 2005 increased $25.6 million (3%) as compared to
revenues for the prior year. This net increase is attributable to the following:

- {dollars in miltions)

Net impact of National Hockey League (NHL) cancellation of 2004-2005 season ...........cceveeene. $(11.6)
Absence of National Basketball Association expansmn revenue received in 2004.............ococueee, (10.3)
Absence of Knicks playoff related revenue ..o e (6.2)
Lower revenues from Christmas Spectacular, including touring Shows ........c.ccooveiririircriieininnnnnn, (7.0)
OLhEr NET AECIBASES ...veviveiite ettt ettt ettt ettt et re sttt e bt s st b e s s (3.0)
Higher MSG Networks revenues due to:

Retroactive increase in affiliate rates related to the period prior to January 1, 2005..................... 17.8

* Other MSG Networks revenues, (excluding the impact of the cancellation of the NHL 2004-
. 2005 season and the Knicks playoffs reflected above) primarily from net affiliate rate

adjustments related to the year ended December 31, 2005........c..covvininiiinininnn, 35.2

Net higher revenues from other events at Madison Square Garden and Radio City Music Hall....... 5.7

" Higher Knicks related regular SEaSOn TEVENUSS .........c.cuivevereersiviseerenemnisesreseisisnssnssesessssonsssessssssesses 5.0
§25.6
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Technical and operating expenses (excluding depreciation and amortization) for the -year ended
December 31, 2005 decreased $42.6 million (8%) as compared to the prior year. This net decrease is
attributable to the following:

(dollars in millions)

Net impact of NHL cancellation of 2004-2005 S€aS0IL..........cc.cceriererriiiriieneeniiseseesresieesreseeenen $(37.0)
Amortization of certain purchase accounting liabilities ........cc.ccccvovviiviiiiiiiiini (32.1)
Higher net provisions for certain team personnel transactions (excluding the impact of purchase
accounting liabilities and IXULY 1aX) ..ot 25.1
Higher net provision for IxXUIy taX ...ttt enss s 2.9
Oher NEt AECTEASES ... c.c.eieeiirireiiii ittt e ettt et ne (1.5)
$(42.6)

The purchase accounting liabilities discussed above were established in April 2005 as a result of the
Company's acquisition of the minority interest in Madison Square Garden. Following this transaction the
Company began to amortize these purchase accounting liabilities over the period of the respective player
contracts. Some of these players were subsequently waived or traded before December 31, 2005 resulting
in the complete amortization of the associated purchase accounting liabilities. The higher net luxury tax
provision of $2.9 million resulted primarily from luxury tax associated with a player who was waived
prior to the new NBA CBA and whose contractual obligations are now subject to luxury tax. This was
substantially offset by lower luxury tax for the current calendar year's portion of the tax for the 2005-2006
season as compared to the prior year's portion of the 2003 2004 season. There was no luxury tax
attributable to the 2004-2005 season.

Selling, general, and administrative expenses for the year ended December 31, 2005 increased
$22.5 million (15%) as compared to the prior year primarily driven by an increase in expenses related to
employee salaries and related benefits, including stock and long-term incentive plans, higher professional
fees and other costs relating primarily to the Company's efforts to acquire the development rights over the
New York Metropolitan Transportation Authority's Hudson Rail Yards, and higher charitable
contributions.

Other operating income of $95.8 million in 2004 results from the notice of termination of Madison Square
Garden's broadcast rights agreement with the New York Mets. In the second quarter of 2004, the New
York Mets gave notice of termination of their rights agreement with Madison Square Garden, and with
the notice paid Madison Square Garden a contractually obligated termination fee of $54.0 million. The
termination of the rights agreement was effective at the end of the 2005 baseball season. In addition,
Madison Square Garden recorded a $41.8 million credit reflecting the reversal of a purchase accounting
11ab111ty related to this rights agreement..

Restructuring charges of $0.4 million in 2005 primarily represent charges recorded as a result of the final
cost determination for benefits associated with the elimination of certain staff positions. Restructuring
charges of $4.1 million for 2004 primarily represent severance costs associated with the elimination of
certain staff positions in 2004. .

Depreciation and amortization for the year ended December 31, 2005 increased $17.4 million (38%), as
compared to the prior year. An increase of $10.7 million resulted from higher amortization of intangibles

primarily due to certain intangible assets recorded as a result of the Company's acquisition of the minority
interest in Madison Square Garden.. An increase of $6.7 million resulted from higher depreciation

expense primarily due to the acceleration of depreciation of certain Madison Square Garden Arena assets

due to its planned renovation. ‘
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Comparlson of Consolidated Year Ended December 31, 2004 Versus Year Ended December 31,
2003

Revenues, net for the year ended December 31, 2004 increased $726.8 million (18%) as compared to
revenues for the prior year. The net increase is attributable to the following:

(dollars in millions)

Increase in net revenue from high-speed data and VOIP Services.....c.ccouieiiinerciiicconconnniicncnnnns $204.7

Increase in revenue due to the consolidation of Fox Sports Net Chicago and Fox Sports Net Bay

Area ....... e SO PO TP O OSSO OO PO PTPORPPOPPTPON 2023
Higher revenue per cable television video subscriber attributable primarily to rate increases and

digital video subscriber growth, net of changes in the average number of subscribers ................... 1399 .

Increased revenue in Rainbow Media Holdings' programming services excluding those of
Madison Square Garden and the effect of the consolidation of Fox Sports Net Chicago and of

Fox Sports Net Bay ATCa.......coviiiiininitiiiciii s 111.2
Increased revenues from video on demand, subscription video on demand and pay- per- View.......... 31.7
Increase in Madison Square Garden's FEVENUE .........c.coooririiiiiiiiiecn it er e evevere s saasesne s 6.8
OTNET DB ITICTRASES. 1.euvviericireireeretieeresieercte sttt e sttt e es s tesebes bt aatse seee et teesraeneteen bt e abbesebe e s beansbnsssvenaveonsesans 30.2

' $726.8

Technical and operating expenses (excluding depreciation and amortization, (including impairments))
include primarily:

e cable programming costs which are costs paid to programmers, net of amortization of any launch
support received, for cable content and are generally paid on a per-subscriber basis;

e network management and field service costs which represent costs assocxated with the
maintenance of our broadband network, mcludmg costs of certain customer connections;

o contractual rights payments to broadcast certain live sporting events and contractual payments
pursuant to employment agreements with professwnal sports teams' personnel;

. programmlng and production costs of our Rainbow businesses; and
e interconnection, call completion and circuit fees relating to our telephone and VoIP businesses.

Technical and operating expenses (excluding depreciation and amortization, (including impairments)) for
2004 increased $398.1 million (21%) compared to 2003. The net increase is attributable to the following:

: ‘ , ‘ (doflars in millions).
Increased costs incurred in connection with the VOOM HD Networks (including impairment

charges of $75.8 MIILIONY ....v.viiiiiecre ettt e et s $117.3
Increase due to the consolidation of Fox Sports Net Chicago and Fox Sports Net Bay Area ............ 1123
Increase in programming costs incurred by cable operations ..o, T 94.0
Increase in network management and field Service COSES ........coviiiiiiiniiiincnc s ‘ 49.4
Decrease in Rainbow and Madison Square Garden programming and production costs, including
contractual rights (excluding Fox Sports Net Chicago and Fox Sports Net Bay Area)................... (12.3)
OUHET N ITICTEASES. 1. evvitveivesteeteeeesteeteeee et ctesiea bt etens e e st seeernbesbeseabesbebenbe s b saere st be e enseabeneens Cevreneeeeneas 374
$398.1

As a percentage of revenues, technical and operating expenses increased 2% during 2004 as compared to |
2003. ‘
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Selling, general and administrative expenses include primarily sales, marketing and advertising expenses,
administrative costs, costs of facilities and costs of customer call centers. Selling, general and
administrative expenses increased $109.1 million (10%) for 2004 as compared to 2003. The net increase
is attributable to the following:

(dollars in millions)

Increase in sales and Marketing COSES ......oviviieiiiniiiciicee e e srn e et $37.4
Increase due to the consolidation of Fox Sports Net Chicago and Fox Sports Net Bay Area ............ 24.6
Increase in general and admMinISrAtIVE COSES......ivriiiiiiirrieesieie et rcnir et s bese e seeee e 32.9
INCrease in CUSIOMET SETVICE COSIS ..iovviviiiiierierrrirsiesieerieteniereereesreseeseseesresesresbe st stesbeneonesasbasbesesessanes ‘ 228
Increase costs incurred in connection with marketing and administrative costs of the VOOM HD

N EEWOTKS ...ttt etttk ettt e et ee e et ee ekt eut s bess s e saeesseesaesebanseases 2besoraaraeabassrasssesbnatrens eeenen 12.0
Decrease in stock plan expenses (includes the effects of changes in stock price, the vesting of

restricted stock and employee SEParations).........ccceeceiiiienieiiniiire s (8.1)
Decrease in expenses relating to a long-term incentive plan ..o covrereinnnenerennneeeneeaenn, 4.5)
Other net deCreases........ccovrtvevrerereerrveerncines et et ee e ettt b e b Aot bttt (8.0)

$109.1

As a percentage of revenues, selling, general and administrative expenses decreased 2% in 2004
compared to 2003, including and excluding the effects of the stock plan.

Other operating income of $95.8 million for the year ended December 31, 2004 includes a $54.0 million
cash payment received in connection with the New York Mets' notice of termination of the broadcast
rights agreement with Madison Square Garden which was effective at the end of the 2005 baseball season
and a $41.8 million reversal of a purchase accounting liability related to this broadcast rights agreement.
Other operating income of $4.8 million for the year ended December 31, 2003 resulted from the sale of
trade accounts receivable from Adelphia Communications for which a reserve had previously been
recorded. :

Restructuring charges amounted to $0.2 million in 2004 and $10.7 million in 2003. The 2004 amount is
comprised of $5.9 million of severance costs, partially offset by a $5.7 million credit resulting from
changes in estimates of facility realignment and other costs relating to the 2001, 2002 and 2003
restructuring plans. The 2003 amount is comprised of $4.6 million in facility realignment costs relating
to the 2001 restructuring and $6.1 million of new provisions associated with the elimination of positions,
including severance, outplacement costs and other related costs relating to the 2003 restructuring.

Depreciation _and amortization (including impairments) increased $95.1 million (9%) for 2004 as
compared to 2003. The increase resulted primarily from impairment charges of $78.5 million relating to
certain Rainbow DBS assets that are not held for sale and $12.0 million related to certain assets of the
VOOM HD Networks. The remaining increase of $4.6 million resulted from depreciation of new plant
assets and amortization of acquired intangibles, partially offset by lower write-off and disposal costs of
certain fixed assets.
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Net interest expense increased $107.7 mllhon (18%) during 2004 compared to 2003. The net increase is
attributable to the following:

(dollars in millions)

Increase due primarily to higher average debt balances ..., $121.1
LOWET INEETEST INMCOIMIE ......vieiiieeieieicetirenenes ettt st e sa bt se s b sh st se e b s s e 2.0
Classification of dividends on CSC Holdings' Series H and Series M Redeemable Preferred

Stock as interest expense in connection with the implementation of Statement of Financial

Accounting Standards No. 150 as of July 1, 2003, ... 60.6
Decrease in dividends on CSC Holdings' Serxes H and Series M Redeemable Preferred Stock due
to their redemption in May 2004 ...l e (87.3)
OFHET NEE INCTEASES. ..vvvevreriviectereet ettt st enr e b bbbt b en e en e 11.3
$107.7

Equity in net loss of affiliates amounted to $13.0 million in 2004 compared to equity in net income of
affiliates of $429.7 million in 2003. Such amounts consist of the Company's share of the net income or
loss of certain businesses in which the Company has varying minority ownership interests. The amount
for the year ended December 31, 2003 includes $434.6 million representing our equity in the net income
of Northcoast Communications, LLC, which resulted primarily from the gain related to Northcoast
Communications' sale of its personal communication service licenses to Verizon Wireless.

Gain (loss) on sale of cable assets and programming and affiliate interests consisted of a gain of
$2.2 million for the year ended December 31, 2004 compared to a loss of $13.6 million for the year ended
December 31, 2003. The 2004 gain resulted from the sale of a minority-owned affiliate interest. The
2003 loss resulted from the contemplated settlement of working capital adjustments associated with the
Company's sale of cable systems to AT&T in 2001.

Gain (loss) on investments, net for the years ended December 31, 2004 and 2003 consists of the
following: '

Years Ended December 31,
2004 2003
(dollars in millions)

Increase in the fair value of Charter Communications, Adelphia
Communications, AT&T, AT&T Wireless, Comcast, General Electric and '
Leapfrog cOmMmON STOCK ....coviviiriiiiieieiereecceee ettt e e st e $133.5 $237.7

Income (loss) on various other INVESIMENTS. ...c.ccc.eivirrrirrrrireeirenenee s 1.1 (1.9

$134.6 $235.8

The effects of these gains and losses are largely offset by the losses and gains on related derivative
contracts described below.

Write-off of deferred financing costs of $19.0 million in 2004 consisted of costs written off in connection
with the redemption of CSC Holdings' Series H and Series M Redeemable Exchangeable Preferred Stock
and CSC Holdings' 9-7/8% senior subordinated debentures aggregating $5.1 million and termination of
“certain of the Company's credit agreements aggregating $13.9 million. The 2003 amount of $0.4 million
resulted from costs written-off relating to the termination of certain of the Company's credit agreements.
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Gain (loss) on derivative contracts, net for the years ended December 31, 2004 and 2003 consists of the
following:

Years Ended December 31,

2004 2003
(dollars in millions)

Loss due to the change in fair value of the Company's prepaid forward contracts
relating to the AT&T, AT&T Wireless, Comcast, Charter Communications,

General Electric, Leapfrog and Adelphia Communications shares ...................... $(132.9) $(180.1)
Realized and unrealized loss on exchange right and put option related to CSC
Holdings' Series A Preferred Stock ......coocvvevniecvieniiiiiccsee e 31.7) (38.6)
Unrealized and realized gains (losses) on interest rate swap contracts.................... (0.7) 10.4
$(165.3) $(208.3)

Loss on extinguishment of debt of $78.6 million for the year ended December 31, 2004 represents
premiums of $58.2 million on the early redemption of CSC Holdings' Series H and Series M Redeemable
Preferred Stock, $14.3 million on the early redemption of CSC Holdings' 9-7/8% senior subordinated
debentures, and $6.1 million on the termination of the AT&T Wireless stock monetization contracts.

Minority interests represent other parties' shares of the net income (losses) of entities which are not
entirely owned by us but which are consolidated in our financial statements. For the years ended
December 31, 2004 and 2003, minority interests consist of the following:

Years Ended December 31,
2004 2003

(dollars in millions)

News Corporation's 40% share of the net income of Regional Programming

Partners' CONtiNUINg OPEratioNS ........ve..ceveevseviseresiesieeeseesessessssseeesssseessssessssasenens $(72.5) $ (6.2)
MGM's 20% share of the net income or loss of AMC, The Independent Film :

Channel and WE: Women's Entertainment through July 18, 2003..........c........... - (17.0)
CSC Holdings' Series H and Series M Preferred Stock dividend requirements

through June 30, 2003 ... ..ot e e - (87.2)
CSC Holdings' Series A Preferred Stock dividend requirements ..........cccoccecvevenene. - (5.0)
Minority partner's interest in DTV Norwich........ccocervininiicnn, 7.9 -
OLhET e s (1.0) (1.6)

: $(65.6) $(117.0)

* Beginning July 1, 2003, these dividend requirements are recorded as interest expense.

Net miscellaneous income of $3.7 million for the year ended December 31, 2003, resulted primarily from
dividends received on certain of the Company's investment securities, pamally offset by other
miscellaneous expenses.

Income tax benefit attributable to continuing operations of $194.8 million in 2004 resulted primarily from
the pretax loss, offset by an increase in the valuation allowance of $14.0 million, non-deductible preferred
stock dividends, a non-deductible adjustment related to the exchange right and put option related to the
Series A Preferred Stock of CSC Holdings, a non-deductible redemption premium related to the Series H
and M Preferred Stock of CSC Holdings, state taxes, and an adjustment to the deferred tax rate. Income
tax expense attributable to continuing operations of $26.4 million in 2003 resulted primarily from the
pretax loss, offset by an increase in the valuation allowance of $28.0 million, non-deductible preferred
stock dividends, a non-deductible adjustment related to the exchange right and put option related to the
Series A Preferred Stock of CSC Holdings, state taxes, and an adjustment to the deferred tax rate.
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Loss from discontinued operations, net of taxes for the years ended December 31, 2004 and 2003 reflects
the following items, net of related income taxes and minority interests:

Years Ended December 31,

2004 2003 -
(dollars in millions)

Net operating results of the Rainbow DBS satellite distribution business

(including impairment charges of $188.5 million in 2004) ..........cooceniinn, $(220.3) $(26.6)
Net operating results of Fox Sports Net Ohio and Fox Sports Net Florlda 22.9 18.2
Net operating results of the retail electronics buSINEsS.......covoeet i, - (5.7
Loss on sale of the retail electronics business ..., SR . (0.6) (8.4)
Loss on sale of Bravo programming SEIrVICe. ..., . -

$(199.1) $(22.5)

Extraordinary loss, net of taxes of $7.4 million for the year ended December 31, 2004 resulted from
Rainbow DBS's investment in DTV Norwich, LLC and represents the excess of the purchase price over
fair market value of the acquired assets.

Business Segments Results — Cablevision Systems Corporation

The Company classifies its business interests into three segments:

e Telecommunications Services, consisting principally of our consumer video, high-speed data,
Voice over Internet Protocol and Lighpath's commercial data and voice services operations;

e Rainbow, consisting principally of interests in national and regional cable television
programming networks, including the VOOM HD Networks; and

e Madison Square Garden, which owns and operates professional sports teams, regional cable
television networks and an entertainment business.

The Company allocates general and administrative costs to each segment. Certain corporate level costs
not specifically identifiable with our subsidiary operations are not allocated. The financial information
for the segments does not include inter-segment eliminations.
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Telecommunications Services

The table below sets forth, for the periods presehéed, certain historical financial information and the
percentage that those items bear to revenue for the Company's Telecommunications Services segment:

Years Ended December 31,
2004 2003
' Increase
(Decrease) in
% of Net % of Net Operating
Amount Revenues Amount Revenues Income
(dollars in thousands) '
Revenues, net..........coo..cen.. . $3,123,956 100% $2,715,298 100% $ 408,658
Technical and operating . ‘
expenses (excluding
depreciation and _
amortization) ..........ceeveveeee 1,276,529 41 1,086,348 40 (190,181)
Selling, general and
administrative expenses .... 637,115 20 605,321 22 (31,794)
Restructuring charges........... . 736 - 2,923 - 2,187
Depreciation and
amortization ..........ceeeeeenen. 786,485 25 780,671 29 (5,814)
Operating income.............. $ 423,091 14% $ 240,035 9% $ 183,056

Revenues, net for the year ended December 31, 2004 increased $408.7 million (15%) as compared to
revenues for the prior year. The net increase is attributable to the following:

(dollars in millions)

Increase in net revenue from high-speed data and VoIP services.......... et $204.7
Higher revenue per cable television subscriber attributable primarily to rate increases and digital
video subscriber growth, net of changes in the average number of subscribers ...............c.c.c.o...... 139.9
In¢reased revenues from video on demand, subscription video on demand and pay-per-view .......... 31.7
Increase in Lightpath revenues, net of intersegment eliminations ..........cc.coevoererereernarenserinsensnsaseens 14.1
Other net increases......oeievveeniinnneind b e e e e 18.3
: $408.7

Revenue increases discussed above are primarily derived from increases in the number of subscribers to
these services, upgrades by video customers in the level of the programming package to which they
“subscribe, additional services sold to our existing subscribers and general increases in rates, offset in part
by offer discounts and other rate changes. High speed data and voice services subscribers increased to
approximately 1.4 million and 0.3 million at December 31, 2004 as compared to 1.1 million and less than
0.1 million at December 31, 2003, respectively. Average monthly revenue per basic video subscriber
increased to $88.33 for the fourth quarter of 2004 as compared to $77.49 for the fourth quarter of 2003,

Technical and operating expenses (excluding depreciation and amortization) for 2004 increased
$190.2 million (18%) compared to 2003. The net increase is attributable to the following:

(&ollars in millions)

INCrease N ProgrammiNg COSS ..o iuriereeerteriirirerestrestrtsatese st sbebe e e e e s sesesesssasasssseserasasascsesasennsas $115.0
Increase in network management, field service and related cOStS ........cccovvriveneiinireinicce e, 49.4
Increase in call completion costs relating to the VOIP busSiness ..........ccocveevrerveeniccriinneienincnienennns 13.9
Other NEE INCIBASES. ..euverieriatieiriereeit ettt st e sttt st eas st et sa s et s e sesobesmt b sran SOOVURTTPRON - 119

$190.2

(74)




As a percentage of revenues, technical and operating expenses increased 1% during 2004 as compared to
2003.

Selling, general and administrative expenses increased $3'1.8 million (5%) for 2004 as compared to 2003,
The net increase is attributable to the following:

(dollars in millions)

Increase in sales and marketing COSES .......coviviiiiiiidinic e e $18.1
Increase in CUSLOMET SEIVICE COSES .vvuvreerirrinrerieerereiercierienes et sescene st e saesre e se e 22.8
Lower expenses relating to a long-term incentive plan ...........cccvceecneniiiinininccenccieencr e, (2.2)
Decrease in stock plan expenses (includes the effects of changes in stock prlce the vesting of
restricted stock and employee Separations)..........ooiiuecverninieciniieii (6.1)
Other net deCreases.........ccoovviiiiiieiinininiiiin e, e (0.8)
$31.8

As a percentage of revenues, selling, general and administrative expenses decreased 2% in 2004 as
compared to 2003. Excluding the effects of the stock plan, as a percentage of revenues such costs
decreased 1% in 2004 as compared to 2003.

Restructuring charges amounted to $0.7 million in 2004 and $2.9 million in 2003. The 2004 amount is
comprised of $0.8 million of new provisions associated with the elimination of positions, including
severance and outplacement costs, partially offset by a credit of $0.1 million in facility realignment costs
relating to the 2002 restructuring.

The 2003 amount is comprised of $3.4 million of new provisions associated with the elimination of
positions, including severance, outplacement costs and other related costs relating to the 2003 and 2002
restructurings, partially offset by a credit of $0.5 million in facility realignment costs relating to the 2001
restructuring.

Depreciation and amortization increased $5.8 million (1%) for 2004 as compared to 2003. The net
increase resulted primarily from depreciation of new subscriber devices, headend upgrades and new plant
assets, partly offset by a decrease in the write-off and disposal costs of certain fixed assets.
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Rainbow

The table below sets forth, for the periods presented, certain historical financial information and the
percentage that those items bear to revenues for the Company's Rainbow segment:

Years Ended December 31,
2004 2003
(Increase)
% of Net ‘ % of Net Decrease in
Amount Revenues Amount Revenues Operating Loss
(dollars in thousands)
Revenues, Net......ccovevvecrneennns $923,894 100% $610,417 100% $313,477
Technical and operating
expenses (excluding
depreciation and
amortization)......c..cc.coeven. 501,621 54 279,755 46 (221,866)
Selling, general and
administrative expenses .... 334,656 36 289,276 47 (45,380)
Other operating income........ - - {4,261) €)) (4,261)
Restructuring charges '
(credits) ..ovvvvrerrrererinnn 909 - (48) - (957)
Depreciation and
amortization .......c..coeeevenenn. 213,161 23 - 91,520 15 (121,641)

Operating 10ss ....ocoovvvvenneens § (126,453) (14)% $ (45,825) 8)% $ (80,628)

Revenues, net for the year ended December 31, 2004 increased $313.5 million (51%) as compared to
revenues for the prior year. Approximately $202.3 million of the increase was due to the acquisition of
the remaining interests in Fox Sports Net Chicago and Fox Sports Net Bay Area in December 2003.
Approximately $52.8 million of the increase was due primarily to higher advertising revenue,
approximately $38.4 million was attributed primarily to growth in programming network subscribers and
rate increases, and the remaining increase of $20.0 million was from film distribution and other revenue
sources.

Technical and operating expenses (excluding depreciation and amortization) for the year ended
December 31, 2004 increased $221.9 million (79%) compared to 2003. The net increase was comprised
of an increase of $112.3 million resulting from the acquisition of the remaining interests in Fox Sports
Net Chicago and Fox Sports Net Bay Area in December 2003, an increase of $117.3 million relating to
the VOOM HD Networks (including impairment charges of $75.8 million) and $10.2 million due
primarily to higher programming and contractual costs, partially offset by a charge in 2003 of
$17.9 million relating to the write-down of certain film and programming contracts. As a percentage of
revenues, technical and operating expenses increased 8% during 2004 as compared to 2003.

Selling, general and administrative expenses increased $45.4 million (16%) for 2004 compared to 2003.
Approximately $24.6 million of the increase resulted from the acquisition of the remaining interests in
Fox Sports Net Chicago and Fox Sports Net Bay Area in December 2003. The remaining increase
consisted of an increase of $10.6 million in sales, marketing and advertising costs, and a $12.1 million
increase in administrative costs relating primarily to the VOOM HD Networks, partially offset by a
decrease of $1.9 million in charges related to a stock plan and a long-term incentive plan. As a percentage
of revenues, selling, general and administrative expenses decreased 11% in 2004 compared to 2003
including and excluding the effects of the stock plan.

Other operating income of $4.3 million for the year ended December 31, 2003 resulted from the sale of
trade accounts receivable from Adelphia Communications for which a reserve had previously been
recorded. '
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Restructuring charges of $0.9 million in 2004 related primarily to expenses associated with the
elimination of positions at Fox Sports Net Chlcago including severance, outplacement costs and other
related costs. :

Depreciation and amortization (including impairments) increased $121.6 million for the year ended
December 31, 2004 when compared to 2003. The increase resulted primarily from impairment charges of
$78.5 million relating to Rainbow DBS assets that are not held for sale and $12.0 million relating to
assets of the VOOM HD Networks. An increase of approximately $23.7 million resulted from the
amortization of acquired intangibles and approximately $7.4 million resulted from the depreciation of
new fixed assets.

Madison Square Garden

The table below sets forth, for the periods presented, certain historical financial information and the
percentage that those items bear to revenue for Madison Square Garder\l:

Years Ended December 31,
2004 2003
Increase
{Decrease) in
% of Net % of Net Operating
Amount Revenues- Amount Revenues. Income
(dollars in thousands)
Revenues, net........cceereerennn $778,754 - 100% , $771,986 100% $ 6,768
Technical and operating
expenses (excluding
depreciation and
amortization) ...........cecoeeurnn 561,326 72 567,870 74 6,544
Selling, general and :
administrative expenses .... 146,652 19 . 144,106 19 (2,546)
Other operating income ........ (95,840) (12)- (497) - 95,343
Restructuring .........c.ocveevnene 4,146 - 3,735 - (411)
Depreciation and ‘
AmOTtiZAtioN ....ccvvveevervenene 45,445 6 52,273 7 6,828
Operating income.............. $117,025 15% $ 4,499 1% $112,526

Revenues, net for the year ended December 31, 2004 increased $6.8 million (1%), as compared to
revenues for the prior year. This net increase is attributable to the following:

(dollars in millions)
Increases from:

Higher MSG Networks revenues due mostly to higher affiliate fees, excluding impact of the

cancellation of National Hockey League 2004-2005 season discussed below ...........ccccccceeenee. $164
National Basketball Association expansion revenue received in 2004 ...........oocceeniiniiiiiiiinnnns 10.3
Higher other Knicks related regular season and playoff revenues ..............ocovveviverreoerenrercrnnnans. 11.9
Higher revenues from Christmas Spectacular, including touring ShOWS........c.cocovvveeivvcninnnnnan, 15.9
Net higher revenues from other events at Madison Square Garden and Radio Clty Music Hall..... 13.3
Other net increases........... LSOO PO TP T SO PO PPTUOUPTPPTPTUROTTU 9.1
Decreases from:
Impact of National Hockey League cancellation of 2004-2005 $€aS0N .....cvevvvrvrvireieiririeicririnenens 42.7)
Lower level of concerts and attractions held outside the Company's venues.............ccooeeveeveinnins (12.2)
Discontinuation of A Christmas Carol show at the Theater at Madison Square Garden in 2004 .. (15.2)
‘ $ 638
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Technical and operating expenses (excluding depreciation and amortization) for the year ended
December 31, 2004 decreased $6.5 million (1%) as compared to the prior year. This decrease was
primarily due to a reduction in costs attributable to the cancellation of the NHL 2004-2005 season. Other
factors contributing to this decrease were lower costs associated with events held outside the Company's
venues, the absence of the costs for 4 Christmas Carol due to the discontinuation of this show, as well as
lower operating costs at MSG Networks. The impact of these favorable results, aggregating
$75.5 million, was substantially offset by a net increase of $69.0 million. The main drivers of this net
increase were higher provisions for Knicks active roster luxury tax and for certain team transactions,
higher team compensation, a credit recorded in the first quarter of 2003 reflecting the reversal of a luxury
tax provision attributable to a-certain player who was previously waived due to a career ending injury, as
well as increased costs associated with favorable revenue items discussed above.

Selling, general and administrative expenses for the year ended December 31, 2004 increased
$2.5 million (2%) as compared to the prior year primarily due to higher professional fees and promotional
costs, partially offset by a decrease in expenses related to employee stock and long-term incentive plans,
lower provisions for severance, as well as other cost savings across the Company.

Other operating income of $95.8 million in 2004 results from the notice of termination of Madison Square
Garden's broadcast rights agreement with the New York Mets. In the second quarter of 2004, the New
York Mets gave notice of termination of their rights agreement with Madison Square Garden, and with
the notice paid Madison Square Garden a contractually obligated termination fee of $54.0 million. The
termination of the rights agreement was effective at the end of the 2005 baseball season. In addition,
Madison Square Garden recorded a $41.8 million credit reflecting the reversal of a purchase accounting
liability related to this rights agreement. Other operating income of $0.5 million in 2003 resulted from
the sale of trade accounts receivable from Adelphia Communications for which a reserve had been
previously recorded.

Restructuring charges of $4.1 million in 2004 represent severance costs associated with the elimination of
certain staff positions in the first and second quarters of 2004, as well as an additional charge recorded as
a result of the final cost determination for benefits associated with the elimination of certain staff
positions in 2003. Restructuring charges of $3.7 million in 2003 primarily represent severance costs
associated with the elimination of certain other staff positions in the second quarter of 2003.

Depreciation and amortization for the year ended December 31, 2004 decreased $6.8 million (13%) as
compared to the prior year due primarily to certain intangibles and fixed assets becoming fully amortized
and depreciated, respectively.
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CSC HOLDINGS, INC.

The operations of CSC Holdings are identical to the operations of Cablevision, except for (i) interest
expense of $124.5 million and $85.0 million and related tax benefit of $51.0 million and $35.1 million for
the years ended December 31, 2005 and 2004, respectively, relating to $1.5 billion of Cablevision senior
notes issued in April 2004 included in the Cablevision statement of operations and (ii) interest income of
$3.8 million on intercompany borrowings and related income tax expense of $1.6 million for the year
ended December 31, 2003 included in CSC Holdings' consolidated statement of operations which is
eliminated in Cablevision's consolidated statement of operations. In addition, Cablevision's consolidated
statements of operations include other costs of $0.1 million for the year ended December 31, 2005. In
addition, prior to the implementation of Statement of Financial Accounting Standards No. 150 on July 1,
2003, dividends attributable to the Series H and Series M Redeemable Exchangeable Preferred Stock of
CSC Holdings were reported in minority interests ‘in the consolidated financial statements of Cablevision.
Subsequent to July 1, 2003, such costs are reported in interest expense. Dividends attributable to the
Series A Exchangeable Participating Preferred Stock of CSC Holdings have been reported in minority
" interests in the consolidated financial statements of Cablevision. Refer to Cablevision's Management's
Discussion and Analysis of Financial Condition and Results of Operations herein.
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LIQUIDITY AND CAPITAL RESOURCES

Overview

Cablevision has no operations independent of its subsidiaries. Cablevision's outstanding securities consist
of Cablevision NY Group Class A and Cablevision NY Group Class B common stock and $1.5 billion of
debt securities. Funding for the debt service requirements of our debt securities is provided by our
subsidiary operations, principally CSC Holdings, as permitted by the covenants governing subsidiary
credit agreements and public debt securities. Funding for our subsidiaries is generally provided by cash
flow from operations, cash on hand, and borrowings under bank credit facilities made available to the
Restricted Group (as later defined) and to Rainbow National Services and the proceeds from the issuance
of notes and debentures in the capital markets. The Company has also accessed the debt markets for
significant amounts of capital over the last several years and may do so from time to time.

CSC Holdings and those of its subsidiaries which conduct our video, high-speed data service operations
as well as our commercial telephone and high-speed data service throughout the New York metropolitan
area and, effective as of December 31, 2005, our residential voice services operations comprise the
"Restricted Group" since they are subject to the covenants and restrictions of the Restricted Group's credit
facility and the indenture governing the notes and debentures issued by CSC Holdings and Cablevision.
The Restricted Group funded in 2004 and 2005 (i) requirements of the Telecommunications Services
segment, (ii) requirements of certain Rainbow Media Holdings' programming businesses (primarily our
fuse subsidiary and our regional news operations), and (iii) certain other general corporate requirements.
In addition, in 2004, the Restricted Group also funded certain Rainbow DBS expenditures planned for,
but not funded, during 2003. In 2005, the.Restricted Group funded the shutdown costs of the Rainbow
DBS satellite distribution business and received the net proceeds related to the sale of the satellite to
EchoStar as a distribution from Rainbow Media Enterprises (a wholly-owned subsidiary of Rainbow
Media Holdings) which received such proceeds through a loan from Rainbow DBS.

In August 2004, RNS, our wholly-owned subsidiary which owns the common equity interests in the
Company's AMC, WE: Women's Entertainment and IFC programming operations issued $800 million of
senior and senior subordinated notes and entered into a $950 million senior secured credit facility
($350 million of which is a revolving credit facility and $600 million of which is a term loan facility).
RNS' cash from operations and proceeds from borrowings available to it provided funding for the
Rainbow DBS satellite distribution business (which was shut. down in 2005) and the VOOM HD
Networks programming business. Madison Square Garden's funding requirements had traditionally been
primarily provided through cash from operations and previous borrowings under a $500 million credit
facility. In March 2004, borrowings under the Madison Square Garden credit facility were repaid in full
with proceeds from a $146.0 million equity contribution from Regional Programming Partners and the’
credit facility was terminated.
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The following table summarizes our outstanding debt and present value of capital leases as well as
interest expense and capital expenditures as of and for the year ended December 31, 2005:

; Rainbow
Restricted v National Other
Cablevision Group Services Entities Total
‘ (dollars in thousands)

Bank debt.....coeeveiiiinicnenns $ - $1,256,000 $ 595,500 $ - $1,851,500
Capital 16ases .o.ooevrerinnnd - 11,257 1,592 ° 56,938 59,787
Notes payable ........ e \ - 15,905 : - - 15,905
Senior notes and debentures.. 1,500,000 4,194,553 298,207 - 5,992,760
Senior subordinated ' ‘ , ‘

debentures.........cccooveeinne. - 250,000 496,621 - 746,621
Collateralized indebtedness '

relating to stock . ‘

MOoNetizations. ........coveervnne - i - - 1,170,126 1,170,126

Total debt......oorverireeeenennns $1,500,000 $5,717,715 $1,391,920 $1,227,064 $9,836,699
Interest eXpense .........coee.even. $ 124,498 $ 443,845 $ 121,166 -8 75004 $ 764,513
Capital expenditures ............. $ - $ 698,928 $ 1,201 $ 69,163 $ 769,292

Total amounts payable by the Company and its subsidiaries in connection with its outstanding obligations
during the five years subsequent to December 31, 2005 and thereafter, including capital leases, the value
deliverable at maturity under monetization contracts and the $1,256,000 of outstanding bank debt as of
December 31, 2005 (reflected on a pro forma basis in the table below under the payment requirements of
the new credlt facility entered mto on February 24, 2006) are as follows: :

. Rambow
Restricted National Other ‘
Cablevision Group Services Entities Total,
: ) (dollars in thousands)
$ - $ 12,026 § 7,680 $ 880,351 * § 900,057
- 559,268 ' 6,000 111,626 * 676,894
- 553,577 6,000 259,272 * ‘ 818,849
500,000 1,152,560 6,000 3,300 - 1,661,860
- 252,560 6,000 3,300 - 261,860
Thereafter........cocoovviiiennnrnen, 1,000,000 3,193,200 1,365,500 3,300 5,562,000
Totalooorieeec e $1,500,000 * $5,723,191 $1,397,180 $1,261,149 $9,881,520

* Cablevision has the option, at maturity, to deliver the shares of common stock underlying the
monetization contracts along with proceeds from the related derivative contracts in full satisfaction
of the maturing collateralized indebtedness or obtain the required cash equivalent of the common
stock through new monetization and derivative contracts. The amounts included in the table are
$871,195 in 2006, $102,469 in 2007 and $222,624 in 2008.

Restricted Group

As of December 31, 2005, CSC Holdings and those of its subsidiaries which conduct our cable television
video operations (including approximately 2.0 million digital video subscribers) and high-speed data
service (which encompassed approximately 1.7 million subscribers) and our residential voice services
operations (which encompasses approximately 731,300 subscribers) as well as our commercial telephone
and high-speed data service throughout the New York metropolitan area comprise the "Restricted Group”
since they are subject to the covenants and restrictions of the credit facility and the indentures governing
the notes and debentures securities issued by CSC Holdings. In addition, the Restricted Group is also
subject to the covenants of the debt issued by Cablevision.
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Sources of cash for the Restricted Group include primarily cash flow from the operations of the
businesses in the Restricted Group, borrowings under its bank credit agreement and issuance of notes and
debentures in the capital markets. In addition, during the second quarter of 2005, excess cash balances
totaling approximately $474 million held by Rainbow Media Enterprises and various other entities were
distributed to CSC Holdings and used to repay outstanding borrowings under the Restricted Group
revolver. The Restricted Group's principal uses of cash include capital spending, in particular the capital
requirements associated with the growth of its services such as digital video, high-speed data and voice;
debt service, including distributions made to Cablevision to service interest expense on its debt securities;
other corporate expenses and changes in working capital; as well as investments that it funds from time to
time, including investments to fund certain Rainbow programming operations.

On February 24, 2006, the Restricted Group entered into a new $2.4 billion credit facility with a group of
banks which facility consists of a $1.0 billion revolver that is undrawn, a $1.0 billion term A-1 facility
and a $400 million term A-2 facility. Approximately $1.3 billion of the $1.4 billion received from the
term loans under the new credit facility was used to repay the outstanding borrowings and accrued interest
under the prior Restricted Group credit facility that was scheduled to mature in June 2006, and fees and
expenses. We currently expect that the net funding and investment requirements of the Restricted Group
will be met with cash generated by operating activities and borrowings under the Restricted Group's new
bank credit facility and that the Restricted Group's available borrowing capacity under that facility will be
sufficient to meet these requirements for the next 12 months.

The Company announced on January 31, 2006 that it expects its Board of Directors to begin
reconsideration of a special dividend at its regularly scheduled meeting in March 2006. There can be no
assurance that the Board will decide to move forward with a special dividend. If the Board of Directors
of Cablevision declares a special dividend, all of the funds to pay that dividend will have to be raised
from the incurrence of additional debt. The new credit facilities at CSC Holdings permit the incurrence of
an additional $3.5 billion of senior secured debt with the first $400 million being used to repay the new
Term A-2 loan. ‘Aside from the $1.0 billion revolver, there are no commitments from the lenders to fund
any additional borrowings. We are already highly leveraged. The incremental borrowings would
increase our leverage substantially and reduce our borrowing capacity and financial flexibility. In
addition, these additional borrowings would increase our interest expense and our other debt service
requirements, which are already substantial.

The three components of the new Restricted Group credit facility are direct obligations of CSC Holdings,
which are guaranteed by most Restricted Group subsidiaries and secured by the pledge of the stock of
most Restricted Group subsidiaries. Each of the revolving credit facility and the two term loans have a
siX year maturity. The revolver has no interim amortization while the $1.0 billion term A-1 loan has
amortization payments of 0% in year one, 5% in each of years two and three, 25% in each of years four
and five, and 40% in the final year. The $400 million term A-2 loan is subject to quarterly amortization
payments totaling 1% each year. Principal financial covenants include (i) maximum total leverage of
. 7.50 times cash flow through September 30, 2006 stepping down on October 1, 2006 to 7.25 times in the
event that CSC Holdings pays a dividend to Cablevision funded in whole or in part by at least $1.5 billion
of additional debt ("Special Dividend") or 6.25 times in the event no Special Dividend is made with, in
either case, subsequent stepdowns over the life of the facility, (ii) maximum senior secured leverage of
4.00 times cash flow through December 31, 2006 with annual stepdowns thereafter (the maximum ratio in
effect is further reduced by .50 times after September 30, 2006 if a Special Dividend is not paid), and
(iii) minimum ratios for cash flow to interest expense of 1.75:1 initially, increasing to 2.00:1 (2.25:1 if the
Special Dividend is not paid) on and after July 1, 2007; (iv) a minimum ratio.of cash flow less cash taxes
to total debt expense (defined to include interest expense, certain payments of principal and dividends
paid by CSC Holdings to Cablevision to permit Cablevision to pay interest and certain principal payments
on its debt) of 1.50:1.  These covenants and restrictions on the permitted use of borrowed funds may
limit our ability to utilize all of the undrawn revolver funds. Additional covenants include limitations on
liens and the issuance of additional debt. There are generally no restrictions on investments that the
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Restricted Group may make, provided it is not in default. The Restricted Group can make distributions or
other restricted payments so long as CSC Holdings is not in default but there is a limitation (initially $200
million) on restricted payments during any period when the cash flow leverage ratio is greater than 6.75
times (6.0 times after September 30, 2006). The limitation does not apply to restricted payments used by
Cablevision to make scheduled payments of principal or interest on its indebtedness. Our ability to make
restricted payments is also limited by provisions in the indentures covering our notes and debentures.

CSC Holdings, a member of the Restricted Group, has also issued senior and senior subordinated notes
and debentures, which also contain financial and other covenants, though they are generally less
restrictive than the covenants contained in the Restricted Group's bank credit facility. Principal covenants
include a limitation on the incurrence of additional indebtedness based upon a maximum ratio of total
indebtedness to cash flow (as defined in the indentures) of 9:1 and limitations on dividends and
distributions. The indentures governing the Cablevision note and debenture issuances contain similar
covenants and restrictions, including a limitation on additional debt incurrence based on a 9:1 debt to cash
flow ratio. There are no covenants, events of default, borrowing conditions or other terms in the
Restricted Group's credit facility or in any of CSC Holdings' or Cablevision's other debt securities that are
based on changes in the credit ratings assigned by any rating agency; other than an increase in the interest
rate of up to .5% for the term A-2 facility if it has not been refinanced or repaid and the ratings are one
notch lower than the current rating by June 30, 2006.

Cablevision's and CSC Holdings' future access to the debt markets and the cost of any future debt
issuances are also influenced by their credit ratings, which are provided by Moody's Investors Service and
Standard & Poor's. In February, Standard and Poor's and Moody's Investors Service announced the
ratings on the new $2.4 billion credit facility. Standard & Poors rated the new credit facilities at BB,
upgraded the Company's corporate credit rating to BB from BB- and upgraded all ratings for Cablevision
one notch except the unsecured debt at CSC Holdings. Moody's rates the new credit facilities at Ba3 and
left the Company's other ratings unchanged. Both agencies changed the ratings outlook to stable. If the
$400 million term A-2 facility is not refinanced by June 30, 2006 and the ratings on this debt were to drop
below the current ratings discussed above, the spread .of LIBOR on this facility would increase by 25
basis points. Any future downgrade to the Cablevision and/or CSC Holdings credit ratings by either
rating agency could increase the interest rate on future debt issuances and could adversely impact their
ability to raise additional funds.

Rainbow Media Holdings

On August 20, 2004, Rainbow Media Holdings' then existing $820 million credit facility was repaid and
terminated with a distribution from the proceeds of the RNS financing described below. On the same
date, the commitment from a bank to provide up to $250 million of senior subordinated funding to
Rainbow Media Holdings which was to be guaranteed by AMC, WE: Women's Entertamment and IFC
was also termmated

Rainbow National Services

RNS, our wholly-owned subsidiary which owns the common equity interests in the Company's AMC,
WE: Women's Entertainment and IFC programming operations, generated positive cash from operations
in 2004 and 2005. Its cash, plus proceeds from borrowings available to it, may provide funding to other
Rainbow developing  programming services, including the VOOM HD Networks, subject to the
applicable covenants and limitations contained in RNS' financing agreements. We currently expect that
the net funding and investment requirements of these other Rainbow programming entities will be funded
by distributions from RNS. :
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The RNS credit facility is a $950 million senior secured credit facility, comprised of a $600 million term

loan and a $350 million revolving credit facility secured by the assets and common equity interests of
AMC, WE: Women's Entertainment and IFC, guaranteed by Rainbow Programming Holdings, RNS's

direct parent and all of the other direct and indirect subsidiaries of RNS. The term loan requires quarterly

amortization payments of 0.25% of the original outstanding balance ($1.5 million) beginning June 30,

2005 through March 31, 2011 and 23.50% of the original outstanding balance ($141.0 million) for each .
quarter thereafter through maturity on March 31, 2012. The revolving credit facility will be reduced

quarterly commencing December 31, 2009 and through September 30, 2010, by $35 million, and for each

quarter ending December 31, 2010 through September 30, 2011 by $52.5 million. Outstanding

borrowings under the term loan were $595.5 million as of February 24, 2006, with $350 million in

undrawn revolver commitments.

Financial covenants include (i)'a maximum total leverage ratio of total debt to annualized cash flow (as
defined based on the cash flows of AMC, WE and IFC on a consolidated basis) of 6.75 times, through
December 31, 2006 with periodic reductions thereafter to 5.00 times as of January 1, 2010, (ii)a
maximum senior debt leverage ratio (as defined) to annualized cash flow of 4.75 times through March 31,
2006 decreasing to 4.50 times through December 31, 2007, with periodic reductions thereafter to 3.50
times as of January 1, 2009, and (iii) minimum ratios for cash flow to interest expense of 1.75 times
during the term of the agreement and cash flow to debt service of 1.25 times through December-31, 2006
increasing to 1.50 times for the remainder of the agreement. These covenants and restrictions on the
permitted use of borrowed funds may limit our ability to utilize all of the undrawn funds available.
Additional covenants include limitations on liens, the issuance of additional indebtedness and
distributions and investments. RNS is permitted to make investments and distributions up to $200 million
annually with a cumulative limit of $800 million for general discretionary purposes and, subject to having
a maximum ratio of total debt to annualized cash flow of 5.0 times, distributions and investments of up to
$300 million from the proceeds of permitted future debt offerings.

RNS's notes outstanding consist of $300 million face amount of 8-3/4% senior notes due September 1,
2012, and $500 million face amount of 10-3/8% senior subordinated notes due September 1, 2014. These
issuances are guaranteed by substantially all of RNS's subsidiaries. Principal covenants include a
limitation on the incurrence of additional indebtedness based upon a maximum ratio of total indebtedness
to cash flow (as defined in the indentures) of 7:1, reducing to 6:1 after January 1, 2009, limitations on
dividends and distributions, investments and liens.

RNS's future access to the debt markets and the cost of any future debt issuances are also influenced by its
credit ratings, which are provided by Moody's Investors Service and Standard and Poor's. On
February 27, 2006, Standard and Poor's announced that RNS's corporate credit rating was changed to BB
from BB-, the senior secured bank loan rating to BB+ from BB and the senior and senior subordinated
unsecured debt to B+ from B. The ratings outlook was changed to stable from developing. Moody's
ratings are B1 for the corporate family rating, BA3 for the senior secured bank loan, B2 for the senior
unsecured debt and B3 for the senior subordinated debt and the ratings outlook is stable. Any future
downgrade to RNS's credit ratings by either rating agency could increase the interest rate on future debt
issuances and could adversely impact RNS's ability to raise additional funds.
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Madison Square Garden

Traditionally, Madison Square Garden's primary source of liquidity had been its cash flow from
operations and a previous $500 million revolving credit facility. This facility was terminated in March
2004 with proceeds from a $146 million equity contribution from Regional Programming Partners.

Madison Square Garden's funding requirements for the next twelve months are currently expected to be
met by its cash on hand and cash from operations. :

- The Company announced its intent to renovate the MSG Arena during the fourth quarter of 2004.
Although management of the Company is committed to this renovation project, another alternative, which
would involve moving .the Arena to another location, is being pursued. A substantial renovation or
relocation of the Arena would require significant funding.

Recent Events

Dolan Family Group Proposal

On June 19, 2005, the Company received a proposal from' the Dolan family group to acquire the
outstanding, publicly-held interests in the Company following a pro rata distribution to all Company
stockholders of Rainbow Media Holdings. The Company's Board of Directors appointed a special
transaction committee of independent directors to review the proposal. The special transaction committee
retained Lehman Brothers Inc. and Morgan Stanley as its financial advisors and Willkie Farr & Gallagher
LLP as its legal counsel. On October 24, 2005, Cablevision received a letter from the Dolan family group
withdrawing the June 19, 2005 proposal to acquire the outstanding, publicly-held interests in the
Company following a pro rata distribution of Rainbow Media Holdings. In this letter, the Dolan family
group also recommended that the Company's Board of Directors consider the declaration of a $3 billion
one-time, special dividend payable pro rata to all stockholders.

On October 31, 2005, Cablevision's Board of Directors authorized management to take all steps that
would be necessary to implement a $3 billion special dividend payable pro rata to all stockholders subject
to (1) satisfying applicable legal standards, (i) obtaining the necessary financing on terms and conditions
acceptable to the Board, (iii) establishment by the Board of the record date, payment date and final
dividend declaration of the special dividend in accordance with applicable New York Stock Exchange

requirements and (iv) final Board approval after completion of its ongoing analysis of the proposed
dividend. : ‘

In December 2005, the Company announced that during the course of preparing for the financing of the
proposed special dividend, it ascertained that there were certain technical covenant violations under
existing bank credit agreements and certain possible technical covenant violations under other debt
instruments. The Company immediately began a comprehensive covenant compliance review, including
seeking waivers under its bank credit agreement and seeking waivers under its other debt instruments, if
required. As a result of these matters, on December 18, 2005, the Company's Board of Directors decided
not to proceed with the proposed special dividend ot an announced senior note offering.

On January 31, 2006, the Company announced that it had completed the comprehensive debt covenant
compliance review discussed above. The review identified certain technical covenant compliance issues
under the CSC Holdings credit agreement and under the RNS credit facility. The Company received
waivers from the lenders under these agreements and certain technical and clarifying amendments have
been made to the RNS credit facility agreement. The covenant compliance issues under the CSC
Holdings credit agreement necessitated certain waivers under the Company's agreements covering its
monetizations and interest rate swaps, all of which have been obtained. No fees were paid to the lenders
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and counterparties in connection with these waivers and amendments. The Company and its subsidiaries
are in compliance with all of their debt agreements and instruments.

The Company's Board of Directors is expected to begin reconsideration of a possible special dividend at
its regularly scheduled meeting in March 2006. There can be no assurance that the Board will decide to
move forward with a special dividend or as to the size or timing of any dividend. If the Board of
Directors of Cablevision declares a special dividend, all of the funds to pay that dividend will have to be
raised from new bank borrowings and/or issuance of new debt securities.

Sale of Rainbow DBS Satellite to EchoStar

The Company closed on the sale of the Rainbow 1 direct broadcast satellite and certain other related
assets to a subsidiary of EchoStar in November 2005 and the net proceeds of $200 million were utilized to
fund costs associated with the shutdown of its Rainbow DBS satellite distribution service, to repay bank
debt, and/or for other general purposes (see Note 3 in the Company's consolidated financial statements).

Monetization Contract Maturities

Through December 31, 2005, monetization contracts covering 1.9 million shares of our Charter
.Communications, 4.2 miilion shares of our AT&T Inc. (adjusted for SBC merger) and 1.0 million shares
of our Adelphia Communications stock matured. We settled our obligations under the related Charter
Communications, AT&T and Adelphia Communications collateralized indebtedness by delivering an
equivalent number of Charter Communications, AT&T and Adelphia Communications shares and the
cash proceeds from the related equity derivative contracts.

Through December 31, 2005, monetization contracts covering 7.2 million shares of our Comcast stock
matured. We settled our obligations under the related collateralized indebtedness by delivering cash
equal to the market value of the Comcast shares and proceeds from the related equity derivative contracts.
The cash was obtained from the proceeds of new monetization contracts covering an equivalent number
of Comcast shares and, in certain cases, proceeds from a prepaid interest rate swap contract executed in
conjunction with the equity derivative contract. Terms of the new contracts are similar in all material
respects to the contract that had matured and allow the Company to retain upside participation in the
. Comcast shares up to the contract's upside appreciation limit with downside exposure limited below the -
hedge price.

During the next twelve months, monetization contracts covering 3.4 million shares of AT&T Inc. stock
(shares were adjusted in conjunction with AT&T's merger with SBC Communications in November
2005), 7.2 million shares of Comcast stock, 5.6 million shares of Charter Communications stock and
12.7 million shares of General Electric stock also mature. The Company intends to seftle such
transactions by either delivering shares of the applicable stock and proceeds of the equlty derivative
contracts or delivering cash from the proceeds of a new monetization transaction.

Regional Programming Partners Restructuring

In April 2005, the Company restructured its Regional Programming Partnership. The Company now
owns 100% of Madison Square Garden and Fox Sports Net Chicago, and 50% of Fox Sports New
England, and no longer owns interests in Fox Sports Net Ohio, Fox Sports Net Florida, National Sports
Partners or National Advertising Partners. The Company continues to own 60% of Fox Sports Net Bay
Area. At closing of the transaction, the $150 million notes payable to News Corporation, including
accrued interest of $2.9 million, were cancelled without any payments being made on them and Fox
Sports Net Ohio and Fox Sports Net Florida were transferred with their respective cash on hand to News
Corporation. The operating results of these businesses have been reported in discontinued opetm\ons n
the Company's consolidated statements of operations for all periods presented.
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CASH FLOW DISCUSSION

Operating Activities

Net cash provided by operating activities amounted to $926.0 million for the year ended December 31,
2005 compared to $723.5 million for the year ended December 31, 2004. The 2005 cash provided by
operating activities resulted from $963.4 million of income before depreciation and amortization,
$58.5 million of non-cash items, $88.6 million from an increase in accrued and other liabilities, and
$45.4 million from a net increase in current and non-current deferred carriage fees payable, $30.6 million
from an increase in accounts payable and $23.9 million from an increase in deferred revenue. Partially
offsetting these increases were decreases in cash resulting from a $142.7 million increase in feature film
inventory resulting from new film licensing agreements, an $81.3 million increase in deferred carriage
fees and a $60.4 million increase in current and other assets. The increase of $81.3 million in deferred
carriage fees and an offsetting increase in.current and non-current liabilities of $53.6 million arose
primarily as one part of a series of multiple agreements entered into simultaneously with the settlement of
the litigation between AMC and Time Warner.

Net cash provided by operating activities amounted to $723.5 million for the year ended December 31,
2004 compared to $436.5 million for the year ended December 31, 2003. The 2004 cash provided by
operating activities resulted primarily from $668.3 million of income before depreciation and
amortization, $208.5 million of non-cash items, a $52.0 million increase in accrued interest, a
$129.8 million increase in feature film rights payable and a $11.9 million increase in accounts payable.
Partially offsetting these increases were decreases in cash resulting from a $258.4 million increase in
feature film inventory resulting from new film licensing agreements, a $56.7 million increase in current
and other assets and a $31.9 million decrease in accrued and other liabilities.

Net cash provided by operating activities amounted to $436.5 million for the year ended December 31,
2003. The 2003 cash provided by operating activities resulted primarily from $554.0 million of income
before depreciation and amortization and non-cash items, a $145.2 million decrease in accounts
receivable from affiliates, a $88.1 million increase in feature film rights payable and a $19.3 million
increase in accrued and other liabilities. Partially offsetting these increases were decreases in cash
resulting from a $191.7 million increase in feature film inventory, a $108.7 million decrease in accounts
payable and a $69.7 million increase in current and other assets.

Investing Activities

Net cash used in investing activities for the year ended December 31, 2005 was $763.6 million compared
to $792.3 million for the year ended December 31, 2004. The 2005 investing activities consisted of
$769.3 million of capital expenditures, $12.9 million in additions to other intangible assets and
$9.5 million in increases to investment securities and other investments partially offset by a decrease of
$27.3 million in restricted cash and other net cash receipts of $0.8 million.

Net cash used in investing activities for the year ended December 31, 2004 was $792.3 million compared
to $561.2 million for the year ended December 31, 2003. The 2004 investing activities consisted of
$697.5 million of capital expenditures, an $84.7 million payment for the acquisitions of our interest in
DTV Norwich and its acquisition of FCC licenses to provide multichannel video distribution and data
service, $35.8 million increase in restricted cash and other net cash payments of $4.4 million, partially
offset by $30.1 million received in connection with Northcoast Communications' sale of PCS licenses,

representing the release of funds held in escrow.

Net cash used in investing activities for the year ended December 31, 2003 was $561.2 million. The 2003
investing activities consisted of $832.1 million of capital expenditures and $179.7 million of payments for
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acquisitions, partially offset by net cash d1str1but10ns from equity investees of $443.4 million and other
net cash proceeds of $7.2 million.

Financing Activities

Net cash used in financing activities amounted to $644.6 million for the year ended December 31, 2005
compared to net cash provided by financing activities of $805.2 million for the year ended December 31,
2004. In 2005, the Company's financing activities consisted of net repayments of bank debt of $638.0
million and other net cash payments of $6.6 million.

Net cash provided by financing activities amounted to $805.2 million for the year ended December 31,
2004 compared to $398.1 million for the year ended December 31, 2003. In 2004, the Company's
financing activities consisted primarily of $2,793.9 million of proceeds from the issuance of senior notes,
net bank debt proceeds of $132.8 million and $7.3 million from the issuance of common stock, partially
offset by payments of $1,694.6 million for the redemption of CSC Holdings' Series H and Series M
Redeemable Preferred Stock and its Series A Exchangeable Participating Preferred Stock, $350.0 million
to redeem CSC Holdings' 9-7/8% senior subordinated debentures, $7O 1 million of deferred financing
costs and other net cash payments of $14.1 million. ‘

Net cash provided by financing activities amounted to $398.1 million for the year ended December 31,
2003. In 2003, the Company's financing activities consisted primarily of proceeds from collateralized
indebtedness of $330.7 million, net bank debt proceeds of $271.3 million and proceeds from the issuance
of preferred stock of $75.0 million, partially offset by repayment of a note to MGM of $250.0 million and
other net cash payments of $28.9 million. '

Discontinued Operations

The net effect of discontinued operations on cash was $108.0 million, $(194.7) million and
$(120.8) million for the years ended December 31, 2005, 2004 and 2003, respectively.

Operating Activities

Net cash used by operating activities of discontinued operations amounted to $67.5 million for the year
ended December 31, 2005 compared to $111.5 million for the year ended December 31, 2004. The 2005
cash used by operating activities resulted primarily from a loss of $72.4 million before depreciation and
amortization and non-cash items, partially offset by net changes in assets and liabilities of $4.9 million.

Net cash used by operating activities of discontinued operations amounted to $111.5 million for the year
ended December 31, 2004 compared to -$5.8 million for the year ended December 31, 2003. The 2004
operating activities resulted primarily from a loss of $113.2 million before depreciation and amortization
and non-cash items, partially offset by net changes in assets and liabilities of $1.7 million.

Net cash used by operating activities of discontinued operations amounted to $5.8 million for the year
ended December 31, 2003. The 2003 cash used by operating activities resulted primarily from net
changes in assets and liabilities of $7.9 million, partially offset by $2.1 million of income before
depreciation and amortization and non-cash items.

Investing Activities

Net cash provided by investing activities of discontinued operations for the year ended December 31,
2005 was $80.2 million compared to net cash used by investing activities of $84.8 million for the year
ended December 31, 2004. The 2005 investing activities consisted of $200.8 million of proceeds
primarily from the sale of the Rainbow DBS satellite, partially offset by $108.9 million of net cash
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transferred to News Corporation as part of the Regional Programming Partners restructuring,
$11.5 million of capital expenditures and other net cash payments of $0.2 million.

Net cash used in investing activities of discontinued operations for the year ended December 31, 2004
was $84.8 million compared to $56.8 million for the year ended December 31, 2003. The 2004 investing
activities consisted of $78.1 millioni of capital expenditures and $6.7 million of additions to intangible
assets.

Net cash used in investing activities of discontinued operations for the year ended December 31, 2003
was $56.8 million. The 2003 investing activities consisted of $56.3 million of capital expenditures and
$0.5 million of additions to intangible assets. '

Financing Activities .

Net cash used in financing activities of discontinued operations amounted to $9.7 million for the year
ended December 31, 2003 and consisted of net repayments of bank debt.

The net increase (decrease) in cash classified in assets held for sale was $95.3 million, $1.6 million and
$(48.5) million for the years ended December 31, 2005, 2004 and 2003, respectively.

Contractual Obligationé and Off Balance Sheet Commitments
The Company's contractual obligations as of December 31, 2005, which consist primarily of our debt

obligations, and the effect such obligations are expected to have on our liquidity and cash flow in future
periods, are summarized. in the following table:

Payments Due by Period
More than
Total ‘ Year 1 Years 2-3 Years 4-5 5 years
Off balance sheet ‘
arrangements:
Purchase ; ‘
obligations (1) ... $2,315,575 $504,148 $408,742 $307,563 $1,095,122
Operating lease i
obligations.......... 820,717 89,112 164,374 147,634 419,597
Guarantees &) ....... 16,195 16,195 ‘ - ' , - -
Letters of Credit (3) 45,736 45,736 - - -
3,198,223 655,191 573,116 455,197 1,514,719
Contractual
obligations
reflected on the
balance sheet: 1
Debt obligations () 9,813,694 888,193 1,449,681 1,917,120 5,558,700
Feature film ‘ ‘ .
obligations......... 463,864 112,191 164,915 89,279 97,479
Capital lease l
obligations () ... 67,826 11,864 46,062 16,600 3,300
Purchase .
obligations (©)..... 174,593 - 88,763 . 65,394 6,466 13,970
10,519,977 1,101,011 1,726,052 2,019,465 5,673,449

Total.oooveveiiiiinn, $13,718,200. $1,756,202 _$2,299,168 $2,474,662 $7,188,168
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See "Liquidity and Capital Resources" section for a discussion on payment options the Company has on
its monetization contracts. See Notes 9 and 10 to our consolidated financial statements for a discussion of
our long-term debt. See Note 13 to our consolidated financial statements for a discussion of our operating
leases. See Note 1 to our consolidated financial statements for a discussion of our feature film

obligations.

(1)  Purchase obligation amounts not reflected on the balance sheet consist primarily of (i) long-term rights
agreements which provide Madison Square Garden and other regional sports networks with exclusive
broadcast rights to certain live sporting events in exchange for minimum contractual payments, (ii) payments

" under employment agreements that we have with our professional sports teams' personnel that are generally
guaranteed regardless of employee injury or termination, and (iii) minimum purchase requirements incurred
"in the normal course of the Company's operations.

(2) Includes outstanding guarantees primarily by CSC Holdings in favor of certain financial institutions in
respect of ongoing interest expense obligations and potential early termination events in connection with the
monetization of the Company's holdings of Charter Communications, General Electric, and Comcast
Communications common stock. Amounts payable under such monetization guarantees are estimated as of a
particular point in time by the financial institution counterparty and are based upon the current price of the
underlying common stock and various other assumptions, including stock market volatility and prevailing
interest rates. Such guaranteed amounts approximate the fair value of the monetization indebtedness less the

© sum of the fair values of the underlying stock and the equity -collar as reflected in the Company's
accompanying consolidated balance sheet.

(3)  Consist primarily of letters of credit obtained by CSC Holdings in favor of insurance providers and certain
governmental authorities for the Telecommunications Services segment.

(4)  Excludes interest payments. Includes future payments due on the Company's (i) bank debt, (ii) senior notes
and debentures, (iii) senior subordinated notes and debentures, (iv) collateralized indebtedness, and (v) notes
payable. The $1,256,000 of outstanding bank debt as of December 31, 2005 has been reflected in the table
above under the payment requirements of the new credit facility entered into on February 24, 2006 (see

description above).

(5)  Amount above reflects the face amount of capital lease obligations, including related interest.

(6)  Consist principally of amounts eamed under employment agreements that we have with our professional
sports teams' personnel. Other long-term obligations also include deferred carriage payments.

The future cash payments reflected above do not include the impact of potential insurance recoveries or
amounts which may be due to the NBA for luxury tax payments.

The future cash payments reflected above also do not include the impact of an action for breach filed by
Loral Space and Communications Holding Corporation of its agreement with Rainbow DBS alleging that
the sale of the Rainbow 1 satellite and related assets to EchoStar would trigger a Make Whole Payment of
$33.0 million plus interest, or approximately $47.1 million as of December 31, 2005. The Company
believes that it has substantial defenses to Loral's claim and is contesting the lawsuit vigorously.
Accordingly, no provision has been made for such Make Whole Payment in the accompanying
" consolidated financial statements.

Finally, the future cash payments reflected above also do not include the Company's agreements with
EchoStar Communications Corporation relating to the launch and operation of the business of Rainbow
HD Holdings LLC, the Company's VOOM HD Networks high-definition television programming service.
EchoStar was issued a 20% interest in Rainbow HD Holdings, the Company's subsidiary owning the
VOOM HD Networks programming service, and that 20% interest will not be diluted until $500 million
in cash has been invested in Rainbow HD Holdings by the Company. Under the terms of the affiliation
arrangements with EchoStar covering the VOOM HD Networks for a 15 year term, if Rainbow HD
Holdings fails to spend $100 million per year, up to a maximum of $500 million in the aggregate (which
$100 million annual amount may be reduced to no less than $38 million per year, to the extent that the
number of offered channels is less than 21) on its service offerings, EchoStar may terminate the affiliation
agreement. The Company has the right to terminate the affiliation agreement if the VOOM HD Networks
are discontinued in the future.. On the fifth or eighth anniversary of the effective date of the agreement,
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the termination of the Affiliation Agreement by EchoStar, or other specified events, EchoStar has a put
right to require a wholly-owned subsidiary of Rainbow Media Holdings to purchase all of its equity
interests in Rainbow HD Holdings at fair value. On the seventh or tenth anniversary of the effective date
of the agreement, or the second anniversary date of the termination of the Affiliation Agreement by
EchoStar, a wholly-owned subsidiary of Rainbow Media Holdings has a call right to purchase all of
EchoStar's ownership in Rainbow HD Holdings at fair value.

Operating lease commitments represent primarily future minimum payment obligations on various long-term,
noncancelable leases for office and storage space, lease commitments for Radio City Music Hall and
Clearview Cinemas, and rental space on utility poles used for the Company's Telecommunications Segment.

Obligations Under Derivative Contracts

To manage interest rate risk, we have entered into interest rate swap contracts to adjust the proportion of
total debt that is subject to variable and fixed interest rates. Such contracts fix the borrowing rates on
floating rate debt to provide an economic hedge against the risk of rising rates and/or convert fixed rate
borrowings to variable rates to provide an economic hedge against the risk of higher borrowing costs in a
declining interest rate environment. We do not enter into interest rate swap contracts for speculative or
trading purposes and have only entered into transactions with counterparties that are rated investment
grade. All of our interest rate derivative contracts are entered into by CSC Holdings and are thus
attributable to the Restricted Group; all such contracts are carried at their current fair market values on
our consolidated balance sheet, with - changes in fair value reflected in the consolidated statement of
operations.

As of December 31, 2005, the notional value of all such contracts was $450.0 million and the fair value of
these derivative contracts was $10.5 million, a net liability position. For the year ended December 31,
2005, we recorded a net loss on interest rate swap contracts of $9.3 million, as detailed in the table below:

Fair Market Value of Interest Rate Derivative Contracts
(dollars in thousands)

Fair market value as of December 31; 2005, a net Hability POSItION .......ccoovivvivieieiiciie e $(10,541)
Less: fair market value as of December 31, 2004...........cocoviiiiriiiniine et (4,051)
Change in fair market value, BET........cooiiiiiiiiiiiii et e S (6,490)
Plus: realized loss from cash INTEIESt EXPEISE........evviviuireeiriiireeee e irae b et er e sae et evene (2,853)
Net loss on Interest rate SWap COMMTACES ......ouiivririeviireiec st st $ (9,343)

We have also entered into derivative contracts to hedge our equity price risk and monetize the value of
our shares of AT&T, Comcast, Charter Communications, General Electric, and Leapfrog. These
contracts, at maturity, are expected to offset declines in the fair value of these securities below the hedge
price per share, while allowing us to retain upside appreciation from the hedge price per share to the
relevant cap price. In the event of an early termination of any of these contracts, we would be obligated
to repay the fair value of the collateralized indebtedness less the sum of the fair values of the underlying
stock and equity collar, calculated at the termination date. The following table details our estimated early
termination exposure as of December 31, 2005:
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, General
AT&T Comecast Charter Electric Total*
(dollars in thousands)

Collateralized
indebtedness (carrying ‘
L1 L1 ) TN e, $(159,876) $(468,708) $(209,138) $(314,029) $(1,151,751)

Collateralized

indebtedness (fair value)..... $(161,434) $(469,041) $(210,369) $(312,800) $(1,153,644)
Derivative contract (fair X

value estimate) .................... 76,971 101,531 190,276 (81,729) 287,049
Investment securities

pledged as collateral (fair

21 L1 1C) SO ORTORRN 84,485 371,133 11,360 446,608 913,586
Net excess (shortfall)............ 22 3,623 (8,733) 52,079 46,991
Value of prepaid swaps

with cross-termination

FIEHES e, . (2,57D) (4,343) - - (6,914)
Net excess (shortfall)
including prepaid swaps...... $ (2,549 $  (720) $ (8,733) $ 52,079 $ 40,077
* Excludes Leapfrog monetization contract which is not expected to generate a shortfall due to the prepayment
of interest.

The underlying stock and the equity collars are carried at fair market value on our consolidated balance
sheet and the collateralized indebtedness is carried at its accreted value. At maturity, the contracts
provide for the option to deliver cash or shares of General Electric, Charter Communications, AT&T,
Comcast, or Leapfrog stock (as the case may be), with a value determined by reference to the applicable
stock price at maturity.

See "Item 7A Quantitative and Qualitative Disclosures About Market Risk" for information on how we
participate in changes in the market price of the stocks underlying these derivative contracts.

All of our monetization transactions are obligations of our wholly-owned subsidiaries that are not part of
the Restricted Group; however, in the General Electric, and Charter Communications transactions and
certain of the 2005 Comcast transactions, CSC Holdings provided guarantees of the subsidiaries' ongoing
interest expense obligations and potential payments that could be due as a result of an early termination
event (as defined in the agreements). The guarantee exposure approximates the net sum of the fair value
of the collateralized indebtedness less the sum of the fair values of the underlying stock and the equity
collar. All of our equity derivative contracts are carried at their current fair market value on our
consolidated balance sheet with changes in value reflected in the consolidated statement of operations,
and all of the counterparties to such transactions currently carry investment grade credit ratings. As of
December 31, 2005, the fair value of our equity derivative contracts was $296.0 million, a net receivable
position. For the year ended December 31, 2005, we recorded a net gain on all outstanding equity
derivative contracts of $135.7 million attributable to changes in market conditions during the period,
primarily driven by lower stock prices of several of the underlying securities. We also recorded a loss on
our holdings of the underlying stocks of $135.1 million for the year ended December 31, 2005, as shown
in the following table:
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Fair Market Value of Equity Derivative Contracts
(dollars in thousands)

Fair market value as of December 31,2004 .........ccoooeoieieeeciineerieenenn ettt a et a et $ 371,856
Change in fair market value, Net.........cccovineerercrcinin el ettt 135,676
Redemption 0f CONTACES ..o et s b (211,515)
Fair market value as of December 31, 2005 ......c.cooooiiieiiiee e et R, $ 296,017
Loss on underlying stock positions due to changes in preyailing market conditions, net........cooeererrinnn. $! 135,082)

At December 31, 2005, the Company had outstanding prepaid interest rate swaps with a notional contract
value of $614.0 million. These swaps were entered into in connection with certain monetization contracts
and require the Company to pay floating rates of interest in exchange for receipt of fixed rate payments,
the net present value of which was paid to CSC Holdings at the inception of the transaction. These swaps
have maturities in 2006 and 2008 that coincide with the related prepaid equity forward maturities.
Certain contracts provide for early termination of the prepaid interest rate swap in the event of an early
termination of the related prepaid equity forward.

All of our prepaid interest rate swaps are carried at their current fair market values on our consolidated
balance sheet with changes in value reflected in the consolidated statement of operations, and all of the
counterparties to such transactions currently carry investment grade credit ratings. As of December 31,
2005, the fair value of our prepaid interest rate derivative contracts was $26.9 million, a net liability
position. For the year ended December 31, 2005, we recorded a net loss on such derivative contracts of
$7.2 million as detailed below: ‘

Fair Market Value of Prepaid Interest Rate Derivative Contracts
(dollars in thousands)

Fair market value as of December 31, 2004 .........ccovoiiiiniiiciimriiin e s $(47.314)
Change in fair Market VAIUE, NIET.......cccovvirireveirieirniirse st scet e et st ettt b st sbe e et st ‘ 26,895

New derivative CONTTACT........ooeivevecrerietre et ae b eae e ere e e rre et ebe et aaenre et (6,462)
Fair market value as of December 31, 2005 .. et ¢ 26,881)
Change in fair market Value, MEt.........coociriiieeiiirte e s s s esaes s $ 26,895

Realized loss resulting from net cash payments...........ccovvevrrriveiererceriecniereereneniine v fre et (34,049)
Net loss on prepaid interest rate swap contracts................... e et et er e st $ (7,154)

In connection with the issuance of the Series A preferred stock to Quadrangle, CSC Holdings entered into
an agreement with Quadrangle which granted Quadrangle the right to require CSC Holdings to purchase
the preferred stock ("put option") for cash or through the issuance of registered equity securities of
Cablevision, at CSC Holdings' option. The exchange right and the put option had been accounted for as a
dertvative. In October 2003, Quadrangle exercised its put option to require CSC Holdings to purchase all
of its Series A Preferred Stock. The parties éntered into an agreement that the put price was
$150.3 million. The put price was paid in cash by CSC Holdings in August 2004.

The change in the fair value of the exchange right and put option of $31.7 million for the year ended

December 31, 2004 has been reflected as a loss on derivative contracts in the Company's consohdated
statement of operations.
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Related Party Transactions

In February 2005, the Company signed a letter of intent under which VOOM HD, LLC, a private
company formed by two of the Company’s Class B shareholders, Charles F. Dolan and Thomas C. Dolan,
had planned to acquire from the Company the business, assets and liabilities of the Company's Rainbow
DBS satellite business not included in the agreement with EchoStar (see Note 3 in the accompanying
consolidated financial statements). The letter of intent between the Company and VOOM HD expired on
February 28, 2005 without a definitive agreement being reached.

Following the expiration of the letter of intent, the Company began shutting down the Rainbow DBS
satellite distribution operations. In March 2005, the Company entered into an agreement with Charles F.
Dolan and Thomas C. Dolan ("March 2005 Agreement”) pursuant to which the parties agreed to work
cooperatively to finalize the separation of Rainbow DBS from the Company. The Company agreed that
no new shutdown activities would be undertaken at Rainbow DBS during the term of the agreement. In
accordance with the March 2005 Agreement, Charles F. Dolan deposited $15 million with the Company
to fund any expenditures above those contemplated in the shutdown budget, net of March revenue earned.
This agreement terminated on March 31, 2005 and, in accordance with its terms, the distribution business
of Rainbow DBS was shutdown effective April 30, 2005 and the Board of Directors confirmed such
shutdown decision at a meeting on April 7, 2005.

Cash deposited by Charles F. Dolan under the March 2005 Agreement that was not used to fund costs or
segregated to pay costs .associated with new commitments or other agreements of $8.7 million was
returned to him prior to December 31, 2005. Cash of $6.3 million deposited by Charles F. Dolan which
was used to fund the incremental costs less March 2005 revenue earned related to the Rainbow DBS
satellite distribution business, net of the related discounted income tax beneﬁt to the Company, has been
recorded as a deemed net equity contribution.

Recently Adopted and Issued Accounting Standards

In December 2004, the Financial Accounting Standards Board ("FASB") issued a revision of FASB
Statement No. 123, Accounting for Stock-Based Compensation, Statement No. 123R, Share-Based
Payment. Statement No. 123R supersedes APB Opinion No. 25, Accounting for Stock Issued to
Employees, and its related implementation guidance and it establishes standards for the accounting for
transactions in which an entity exchanges its equity instruments for goods or services. Statement
No. 123R requires a public entity to measure the cost of employee services received in exchange for an
award of equity instruments based on the grant-date fair value of the award. Statement No. [23R also
requires that the benefits associated with the tax deductions in excess of recognized compensation cost be
reported as a financing cash flow, rather than as an operating cash flow as required under current
literature. This requirement will reduce net operating cash flows and increase net financing cash flows in
periods after the effective date in which the excess tax deductions result in a reduction of income taxes
payable. In March 2005, the Securities and Exchange Commission ("SEC") issued Staff Accounting
Bulletin No. 107 regarding the SEC's interpretation of Statement No. 123R and the valuation of share-
based payments for public companies.

The Company will adopt Statement No. 123R on January 1, 2006, using the modified prospective
application. The modified prospective application requires that compensation expense be recorded for the
unvested portion of the restricted share awards, stock option awards and stock appreciation rights
outstanding at December 31, 2005, over the remaining service periods related to such awards. The
Company will continue using the Black-Scholes valuation model in determining the fair value of share-
based payments. In accordance with the pro forma disclosure requirements of Statement No. 123, the
Company recognized the majority of the share-based compensation costs using the accelerated
recognition method. Subsequent to January 1, 2006, the Company will continue to recognize the cost of
previously granted share-based awards under the accelerated recognition method and will recognize the
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cost for new share-based awards on a straight-line basis over the requisite service period. The Company
has not quantified the impact of adopting Statement No. 123R. See Note 16 to the consolidated financial
statements for additional information about the Company's share-based compensation plans.

In December 2004, the FASB issued Statement No. 153, Exchanges of Nonmonetary Assets, an
amendment of APB Opinion No. 29, Accounting for Nonmonetary Transactions. Statement No. 153
addresses the principle that exchanges of nonmonetary assets should be measured based on the fair value
of the assets exchanged. Statement No. 153 eliminates the narrow exception for nonmonetary exchanges
of similar productive assets and replaces it with a broader exception for exchanges of nonmonetary assets
that do not have commercial substance. Previously, APB Opinion No. 29 required that the accounting for
an exchange of a productive asset for a similar productive asset or an equivalent interest in the same or
similar productive asset should be based on the recorded amount of the asset relinquished. The Statement
is effective for nonmonetary asset exchanges occurring in-fiscal periods beginning after June 15, 2005.

In March 2005, the FASB issued FASB Interpretation ("FIN") No. 47, Accounting for Conditional Asset
Retirement Obligations - An Interpretation of FASB Statement No. 143. The FASB issued FIN No. 47 to
address diverse accounting practices that developed with respect to the timing of liability recognition for
legal obligations associated with the retirement of a tangible long-lived asset when the timing and (or)
method of settlement of the obligation are conditional on a future event. FIN No. 47 concludes that an
entity is required to recognize a liability for the fair value of a conditional asset retirement obligation
when incurred if the liability's fair valué can be reasonably estimated. FIN No. 47 became effective for
the Company on December 31, 2005. The adoption of FIN No. 47 did not have a material impact on the
Company's financial condition or results of operations.

In June 20035, the FASB issued Statement No. 154, Accounting Changes and Error Corrections - a
replacement of APB Opinion No. 20 and FASB Statement No. 3.- The Statement applies to all voluntary
changes in accounting principle, and changes the requirements for accounting for and reporting of a
change in accounting principle. Statement No. 154 requires retrospective application to prior periods'
financial statements of a voluntary change in accounting principle unless it is impracticable. APB
Opinion No. 20 previously required that most voluntary changes in accounting principle be recognized by
including in net income of the period of the change the cumulative effect of changing to the new
accounting principle. Statement No. 154 requires that a change in method of depreciation, amortization,
or depletion for long-lived, nonfinancial assets be accounted for as a change in accounting estimate that is
effected by a change in accounting principle. . APB Opinion No. 20 previously required that such a
change be reported as a change in accounting principle. Statement No. 154 is effective for accounting
changes and corrections of errors made in fiscal years beginning after December 15, 2005.

In June 2005, the Emerging Issues Task Force ("EITF") reached a consensus on Issue No. 04-5,
Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Partners Have Certain Rights. EITF No. 04-5 provides
guidance in assessing when a general partner should consolidate its investment in a limited partnership or
similar entity. The provisions of EITF No. 04-5 were required.to be applied beginning June 30, 2005 by
general partners of all newly formed limited partnerships and for existing limited partnerships for which
the partnership agreements are modified subsequent to June 30, 2005 and had no impact on the
Company's financial position or results of operations for the year ended December 31, 2005. The
provisions of EITF No. 04-5 are effective for general partners in all other limited partnerships beginning
January 1, 2006. EITF No. 04-5 will not have any impact on the Company's financial position or results
of operations upon adoption. j ' .
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The Company is exposed to market risks from changes in certain equity security prices and interest rates.
Our exposure to changes in equity security prices stems primarily from the Comcast, AT&T, Charter
Communications, General Electric, Leapfrog Enterprises and Adelphia Communications common stock
held by us. We have entered into prepaid forward contracts consisting of a collateralized loan and an
equity collar to hedge our equity price risk and to monetize the value of these securities other than
9.8 million shares of Adelphia Communications common stock. These contracts, at maturity, are
expected to offset declines in the fair value of these securities below the hedge price per share, while
allowing us to retain upside appreciation from the hedge price per share to the relevant cap price. The
contracts' actual hedge prices per share vary depending on average stock prices in effect at the time the
contracts were executed. The contracts' actual cap prices vary depending on the maturity and terms of
each contract, among other factors. In the event of an early termination of any of these contracts, we
would be obligated to repay the collateralized indebtedness less the sum of the fair value of the
underlying stock and the fair value of the equity collar, calculated at the termination date. The underlying
stock and equity collars are carried at fair value on our consolidated balance sheet and the collateralized
indebtedness is carried at its accreted value.

As of December 31, 2005, the fair value and the carrying value of our holdings of Comcast, AT&T,
Charter Communications, General Electric, Leapfrog and Adelphia Communications common stock
aggregated $923.3 million. Assuming a 10% change in price, the potential change in the fair value of
these investments would be approximately $92.3 million. As of December 31, 2005, the net fair value
and the carrying value of the equity collar component of the prepaid forward contracts entered into to
hedge the equity price risk of these securities aggregated $296.0 million, a net receivable position.

The maturity, number of shares deliverable at the relevant maturity, hedge price per share, and the lowest
and highest cap prices received for each security monetized via a prepaid forward contract are
summarized in the following table:

# of Shares Hedge Price Cap Price **

Security Deliverable Maturity ' per Share* Low High .
Comcast 7,159,206 2006 $26.86 - $38.47 $33.57 $63.91
_ ) 7,159,206 2008 . ‘
AT&T *** 3,449,785 2006 .$44.12 - $53.98 $65.74 $78.53
Charter ‘ . ’ ,
Communications 5,586,687 2006 $22.35-822.92 $34.75 $38.33

3,724,460 2007 , ‘

General Electric 12,742,033 2006 $23.14 - $25.67 $27.76 $30.81
Leapfrog 800,000 2007 . $23.55-824.55 $29.87 $30.87
* Represents the price below which we are provided with downside protection and above which we retain

upside appreciation. Also represents the price used in determining the cash proceeds payable to us at
inception of the contracts.
**  Represents the price up to which we receive the benefit of stock price appreciation.

***  In November 2005, SBC Communications Corp. merged with AT&T Corp. As a result of this merger,
AT&T shares were exchanged with shares of the newly merged company (AT&T Inc.) at an exchange rate of
0.77942. The impact of this merger changed the number of AT&T Inc. shares issued to the Company, as well
as adjusted the hedge price and cap price per share the Company monetizes.

In October 2004, the Company received $213.6 million in cash in exchange for all 14.2 million shares it

owned of AT&T Wireless common stock, representing the $15 share price paid in consideration of the
merger between AT&T Wireless and Cingular Wireless LLC. The shares and resultant cash exchanged
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for such shares had previously been pledged in support of the repayment of the collateralized debt. As a
result of that exchange, the Company's prepaid forward contracts relating to its shares of AT&T Wireless
were terminated. The termination provisions under the prepaid forward contracts required the Company
to repay the fair value of the collateralized indebtedness less the sum of the fair value of the underlying
stock and equity collars. The Company recognized a loss on the extinguishment of debt of approximately
$6.1 million representing the difference between the fair value and the carrying value of the collateralized
indebtedness. At December 31, 2004, the Company had settled certain collateralized indebtedness with a -
fair value of $124.1 million by releasing to the counterparty cash proceeds from the related prepaid
forward contract totaling $20.1 million and the cash from the merger transaction of $105.0 million both of
which had been pledged in settlement of the debt. The Company received the net difference of
$1.0 million in cash.

The remaining collateralized indebtedness related to the AT&T Wireless shares was settled in February
2005 and accordingly, the balance sheet at December 31, 2004 reflects the redemption value of the
collateralized indebtedness of $116.5 million, the fair value of the prepaid forward contracts of
$8.9 million and restricted cash of $108.6 million. The Company received net cash proceeds of
$1.0 million in February 2005 upon settlement of this obhgatlon :

QOur exposure to interest rate movements results from our use of floating and fixed rate debt to fund our
working capital, capital expenditures, and other operational and investment requirements. . To manage
interest rate risk, from time to time we have entered into interest rate swap contracts to adjust the
proportion of total debt that is subject to variable and fixed interest rates. Such contracts fix the
borrowing rates on floating rate debt to provide an economic hedge against the risk of rising rates and/or
convert fixed rate borrowings to variable rates to provide an economic hedge against the risk of higher
borrowing costs in a declining interest rate environment. In addition, from time to time we may utilize
short-term interest rate lock agreements to hedge the risk that the cost of a future issuance of fixed rate
debt may be adversely affected by changes in mterest rates. We do not enter into interest rate swap
contracts for speculative or trading purposes.

In addition, at December 31, 2005, the Company had other investment securities with a carrying value of
$10.4 million. Assuming a 10% change in the price of the securities, the potentlal change in the fair value
of these mvestments would be approximately $1.0 mllhon

Fair Value of Debt: Based on the level of interest rates prevailing at December 31, 2005, the fair value of
our fixed rate debt of $7,235.1 million was less than the carrying value of $7,264.3 million by
approximately $29.2 million. The fair value of these financial instruments is estimated based on
reference to quoted market prices for these or comparable securities. Our floating rate borrowings bear
interest in reference to current LIBOR-based market rates and thus approximate fair value. The effect of
a hypothetical 100 basis point decrease in interest rates prevailing at December 31, 2005 would increase
the estimated fair value of our fixed rate debt by approximately $262.0 million to $7,497.1 million. This
estimate is based on the assumption of an immediate and parallel shift in interest rates across all
maturities.

Interest Rate Derivative Contracts: As'of December 31, 2005, we had outstanding interest rate swap
contracts to convert fixed rate debt to floating rate debt covering a total notional principal amount of
$450.0 million. As of December 31, 2005, the fair market value and carrying value of these interest rate
swap contracts was approximately $10.5 million, a net liability position, as reflected under derivative
contracts in our consolidated balance sheet. Assuming an immediate and parallel shift in interest rates
across the yield curve, a 100 basis point increase in interest rates from December 31, 2005 prevailing
levels would increase our liability under these contracts to $19.0 million. '
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In addition, we had outstanding prepaid interest rate swap contracts with a notional value of
$614.0 million entered into in connection with our monetization transactions. As of December 31, 2005,
such contracts had a fair market value and carrying value of $26.9 million, a net liability position,
reflected as liabilities under derivative contracts in our consolidated balance sheet. Assuming an
immediate and parallel shift in interest rates across the yield curve, a 100 basis point increase in interest
rates from December 31, 2005 prevailing levels would increase our liability under these derivative
contracts by approximately $3.5 million to a liability of $30.4 million.

Item 8. Financial Statements and Supplementary Data.

For information required by Item 8, refer to the Index to Financial Statements on page 111.

Item 9. - Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure.

None.

Itemr9A: - Controls and Procedures

Evaluation of Disclosure Controls and Procedures

An evaluation was carried out under the supervision and with the participation of Cablevision's
management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of
the design and operation .of our disclosure controls and procedures (as defined under Securities and
Exchange Commission rules). Based upon. that evaluation, the Chief Executive Officer and Chief
Financial Officer concluded that the design and operation of these disclosure controls and procedures
were effective as of the end of the period covered by this report.

Manag@ment’s Rgport on Internal Control Oyer Financial Reporting

The Company's management is responsible for establishing and maintaining effective internal control
over financial reporting as defined in Rules 13a-15(f) under the Securities Exchange Act of 1934, as
amended. The Company's internal control over financial reporting is a process designed under the
supervision of the Company's Chief Executive Officer and Chief Financial Officer to provide reasonable
assurance to the Company's management and Board of Directors regarding the reliability of financial
reporting and the preparation of the Company's external financial statements, including estimates and
judgments, in accordance with accounting principles generally accepted in the United States of America.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Therefore, even those internal controls determined to be effective can provide only
reasonable assurance with respect to financial statement preparation and presentation.

The Company's management conducted an assessment of the effectiveness of the Company's internal
control over financial reporting based on the framework established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
Based on this assessment, management concluded that the Company's internal control over financial
reporting was effective as of December 31, 2005.

Management's assessment of the effectiveness of the Company's internal control over financial reporting

as of December 31, 2005 has been audited by KPMG LLP, an independent registered public accounting
firm, as stated in their reports appearing on pages I-1 and II-2.
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Changes in Internal Control

None.

Item 9B. Other Information

None.
PART III

The information called for by Item 401 of Regulation S-K under Item 10, Directors and Executive
Officers of the Registrant, Item 11, Executive Compensation, Item 12, Security Ownership of Certain
Beneficial Owners and Management and Related Stockholder Matters, Item 13, Certain Relationships and
Related Transactions and Item 14, Principal Accountant Fees and Services, is hereby incorporated by
reference from Cablevision's definitive proxy statement for its Annual Meeting of Shareholders
anticipated to be held in May 2006 or if such definitive proxy statement is not filed with the Commission
prior to April 30, 2006, to an amendment to this report on Form 10-K filed under cover of Form 10-K/A.

Section 16(a) Beneficial Ownership Reporting Compiiance

Pursuant to regulations promulgated by the Securities and Exchange Commission, the Company is
required to identify, based solely on a review of reports filed under Section 16(a) of the Securities
Exchange Act of 1934, each person who, at any time during its fiscal year ended December 31, 2005, was
a director, officer or beneficial owner of more than ten percent of the Company's Class A common stock
that failed to file on a timely basis any such reports. Based on such review, the Company is aware of no
such failure other than reports on Form 4 filed by James L. Dolan reporting an option grant to his spouse
and Thomas C. Dolan reporting an option exercise, each of which was filed after the required filing date.

PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed as.part of this report:

1. The financial statements as indicated in the index set forth on page 111.
2. Financial statement schedule '
Page No.
Schedule supporting consolidated financial statements:

Schedule II - Valuation and Qualifying Accounts.........c.cccovevvrenvencnnenne, 100

Schedules other than that listed above have been omitted, since they are either not applicable, not required
or the information is included elsewhere herein.

3. The Index to Exhibits is on page 103.
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SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS
(Dollars in thousands)

Cablevision Systems Corporation

. Charges
Balance at - Charged to (Credits) to Balance at
Beginning of Costs and Other Deductions/ End of
' - Period Expenses Accounts Write-Offs Period
Year Ended December 31, 2005
Allowance for doubtful ,
ACCOUNTS .vvvrirreriiveeireensireeneeesans $16,312 $47,995 $ 890 $(46,390) $18,807
Year Ended December 31, 2004
Allowance for doubtful
ACCOUNLS .vrverereeeeeeterevereeeeeeeene $24,729 $47,106 $ 768 $(56,291) $16,312
Year Ended December 31, 2003
Allowance for doubtful . ,
ACCOUNTS ovvevvieiireeceeesireenierenens $47,459 $60,264 $(7,841) $(75,153) $24,729
CSC Holdings, Inc.
Charges
Balance at Charged to (Credits) to . Balance at
Beginning of Costs and Other Deductions/ End of
Period Expenses Accounts Write-Offs Period
Year Ended December 31, 2005
Allowance for doubtful ‘ _ -
ACCOUNTS vvveviersivereierereeeeae e '$16,312 $47,995 $ 890 $(46,390) $18,807 -
Year Ended December 31, 2004
Allowance for doubtful .
ACCOUNTS .vvvveveeiirrercerrerireennee e $24,729 $47,106 $ 768 $(56,291) $16,312
Year Ended December 31, 2003
Allowance for doubtful '
ACCOUNES ..veevveeirrecreerreenene, e $47,459 $60,264 $(7,841) $(75,153) $24,729

Certain amounts in prior years have been reclassed to conform to the current year presentation.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrants have
duly caused this report to be signed on their behalf by the undersigned, thereunto duly authorized on the
28" day of February, 2006.

Cablevision Systems Corporation
CSC Holdings, Inc.

~ By: /s/ Michael P. Huseby

Name: Michael P. Huseby
Title: Executive Vice President and Chief

Financial Officer of Cablevision Systems
Corporation and CSC Holdings, Inc.

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes
and appoints James L. Dolan and Michael P. Huseby, and each of them, his true and lawful attorneys-in-fact
and agents, with full power of substitution and resubstitution, for him in his name, place and stead, in any and
all capacities, to sign this report, and file the same, with all exhibits thereto, and other documents in
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and
agents, full power and authority to do and perform each and every act and thing requisite and necessary to be
done as fully to all intents and purposes as he might or could do in person, hereby ratifying and confirming all
that said attorneys-in-fact and agents or any of them may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exéhange Act of 1934, as amended, this report has been signed
below by the following persons in the capacities and on the dates indicated on behalf of each of the
Registrants. ' .

Name Title ' | ~ Date

/s/ James L. Dolan - Chief Executive Officer, President and Director March 1, 2006
James L. Dolan (Principal Executive Officer)

/s/ Michael P. Huseby Executive -Vic'e President and Chief Financial March 1, 2006
Michael P. Huseby Officer

/s/ Wm. Keith Harper Senior Vice President and Controller March 1, 2006

Wm. Keith Harper (Principal Accounting Officer)
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/s/ Charles F. Dolan

Charles F. Dolan .

/s/ Rand Araskog

Rand Araskog

/s/ Frank Biondi

Frank Biondi

/s/ Marianne Dolan Weber

Marianne Dolan Weber

/s/ Patrick F. Dolan

Patrick F. Dolan

/s/ Charles D. Ferris

Charles D. Ferris

/s/ Richard H. Hochman

Richard H. Hochman

/s/ Victor Oristano

Victor Oristano

/s/ Thomas V. Reifenheiser

Thomas V. Reifenheiser

/s/ John R. Ryan

John R. Ryan

/s/ Brian Sweeney

Brian Sweeney

/s/ Vincent Tese

Vincent Tese

/s/ Leonard Tow

Leonard Tow

Director

Director

Director

Director

Director

Director

Director

Director
Director
Director
Director

Director

Chairman of the Board of Directors

(102)

March 1, 2006
March 1, 2006
March 1, 2006
March 1, 2006
Marph 1, 2006
March 1, 2006
March 1, 2006
March 1, 2006
March i, 2006
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March 1, 2006




EXHIBIT
NO.

INDEX TO EXHIBITS

DESCRIPTION

3.1

3.2

33

3.4

3.5

3.6

3.7

4.1

4.2

4.3

44

45

Amended and Restated Certificate of Incorporation of Cablevision Systems Corporation
(incorporated herein by reference to Annex II to Cablevision Systems Corporation's Proxy
Statement, dated October 10, 2000, as supplemented, (the "2000 Proxy Statement")).

Bylaws of Cablevision Systems Corpération (incorporated herein by reference to Exhibit 3.4
of the Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2001).

Certificate of Incorporation of CSC Holdings, Inc. (incorporated herein by reference to
Exhibits 3.1A(1) and 3.1A(ii) to CSC Holdings' Annual Report on Form 10-K for the fiscal
year ended December 31, 1989). :

Bylaws of CSC Holdings, Inc. (incorporated herein by reference to Exhibit 3.2 of the
Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2001).

Certificate of Amendment of Certificate of Incorporation of CSC Holdings, Inc., dated
April 1, 1999 (incorporated herein by reference to Exhibit 3.1 of CSC Holdmgs Quarterly
Report on Form 10-Q for the fiscal quarter ended March 31, 1999).

© Certificate of Amendment of Certificate of Incorporation of CSC Holdings, Inc., dated

April 1, 1999 (incorporated herein by reference to Exhibit 3.2 of CSC Holdings' Quarterly ’
Report on Form 10-Q for the fiscal quarter ended March 31, 1999). '

Certificate of Designations for CSC Holdings, Inc. 10% Series A Exchangeable Participating
Preferred Stock. (incorporated herein by reference to Exhibit 10.13 to the 2002 10-K).

Ihdenture, dated as of November 1, 1995 relating to CSC Holdings' $250,000,000 10'2%
Senior Subordinated Debentures due 2016 (incorporated by reference to Exhibit 4.4 to CSC
Holdings' Registration Statement on Form S-3, Registration No. 33-62313).

Indenture, dated August 15, 1997 relating to CSC Holdings' $400,000,000 8!/8% Senior
Debentures due 2009 (incorporated herein by reference to CSC Holdings' Registration
Statement on Form S-4, Registration No. 333-38013).

Indenture, dated as of December 1, 1997 relating to CSC Holdings' $500,000,000 77/8%
Senior Notes due 2007 (incorporated by reference to Exhibit 4.4 to Cablevision Systems

Corporation's Registration Statement on Form S-4, dated January 20, 1998, File No. 333-
44547).

Senior Indenture, dated as of July 1, 1998, relating to CSC Holdings, Inc.'s $500,000,000

7 %% Senor Notes due 2008 and $500,000,000 7 /8% Senior Debentures due 2018
(incorporated by reference to Exhibit4.1 to CSC Holdings' Registration Statement on
Form S-3, Registration No. 333-57407).

Subordinated Indenture, dated as of July 1, 1998, relating to CSC Holdings, Inc.'s

$500,000,000 8 1/8% Senior Notes due 2009 (incorporated by reference to Exhibit 4.2 to
CSC Holdings' Registration Statement on Form S-3, Registration No. 333-57407).
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EXHIBIT
NO.

INDEX TO EXHIBITS (continued)

DESCRIPTION

4.6

4.7

4.8
4.9
4.10

4.11

4.12

10.1

10.2

10.3

10.4

Indenture, dated as of July 1, 1999 relating to CSC Holdings $500,000,000 8'/8% Senior
Notes due 2009 (incorporated by reference to Exhibit 4.2 to Registration Statement on
Form S-4 Registration No. 333-84449). '

Indenture, dated as of March 22, 2001 relating to C‘SC Holdings $1,000,000,000 7°/8%
Senior Notes due 2011 (incorporated herein by reference to Exhibit4.11 to Cablevision
Systems Corporation's Annual Report on Form 10-K for the fiscal year ended December 31,
2000). : :

Indenture, dated as of April 6, 2004 relating to Cablevision's $1,000,000,000 8% Senior

Notes due 2012 (incorporated by reference to Exhibit 4.1 to Cablevision's Quarterly Report

on Form 10-Q for the fiscal quarter ended March 31, 2004).

Indenture, dated as of April 6, 2004 relating to Cablevision's $500,000,000 ﬂoating rate
Senior Notes due 2009 (incorporated by reference to Exhibit 4.2 to Cablevision's Quarterly
Report on Form 10-Q for the fiscal quarter ended March 31, 2004)

Indenture, dated as of April 6, 2004 relating to CSC Holdings' $500,000,000 6*/4% Senior
Notes due 2012 (incorporated by reference to Exhibit 4.3 to Cablevision's Quarterly Report
on Form 10-Q for the fiscal quarter ended March 31, 2004).

Indenture, dated as of August 20, 2004, relatin‘g to Rainbow National Services LLC's and
RNS Co-Issuer Corporation's $300,000,000 8*/4%% Senior Notes due 2012 (incorporated by
reference to Exhibit 4.1 to Cablevision's Quarterly Report on Form 10-Q for the fiscal quarter
ended September 30, 2004).

Indenture, dated as of August 20, 2004, relating to Rainbow National Services LLC's and
RNS Co-Issuer Corporation's $500,000,000 10*/8% Senior Subordinated Notes due 2014
(incorporated by reference to Exhibit 4.2 to Cablevision's Quarterly Report on Form 10-Q for
the ﬁscal quarter ended September 30, 2004).

Registration Rights Agreement, dated April 6, 2004 between CSC Holdings, Inc. and
Citigroup Globalmarkets Inc., Banc of America Securities LLC, Bear, Stearns & co. Inc,
Merrill Lynch, Pierce, Fenner & Smith Incorporated, Wachovia Capital Markets, LLC Credit
Lyonnais Securities (USA) Inc. and Harris Nesbitt Corp. (incorporated by reference to
Exhibit 4.1 to CSC Holdings' Registration Statement on Form S-4, Registration No. 33-
124061).

Registration Rights Agreement between CSC Systems Company and CSC Holdings
(incorporated herein by reference to Exhibit 10.1 of CSC Holdings' Registration Statement on
Form S-1, Registration No. 033-01936 ("CSC Holdings' Form S-1")).

Registration Rights Agreement between Cablevision Company and CSC Holdings
(incorporated herein by reference to Exhibit 10.2 to CSC Holdings' Form S-1).

Form of Right of First Refusal Agreement between Dolan and CSC Holdings (incorporated
herein by reference to Exhibit 10.4 to CSC Holdings' Form S-1).
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EXHIBIT
NO.

INDEX TO EXHIBITS (continued)

DESCRIPTION

10.5
10.6
10.7
10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

Interchange Agreement, dated as of March 1, 2002, by and between CSC Transport IV, Inc.
and Sterling Aviation LLC.

Amendment to Interchange Agreement, dated as of March 17, 2004, by and between CSC
Transport IV, Inc. and Sterling Aviation LLC.

Extension of Interchange Agreement, dated as of March 15, 2005, by and between CSC
Transport IV, Inc. and Sterling Aviation LLC.

Employment Agreement between Charles F. Dolan and CSC Holdings, dated January 27,
1986 (incorporated herein by reference to Exhibit 10.9 to CSC Holdings' Form S-1).

Employment‘ Agreement, dated as of April 29, 2003, between Cablevision Systems
Corporation and James L. Dolan (incorporated herein by reference to Exhibit 10.1 of the
Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2003).

Amendment to Employment Arrangements between Cablevision Systems Corporation and

James L. Dolan, dated March 2, 2005 (1ncorporated herein by reference to Exhibit 10.47 to
the 2004 10—K)

Employment Agreement, dated as of June 11, 2003, between Cablevision Systems
Corporation and Hank Ratner (incorporated herein by reference to Exhibit 10.2 of the
Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2003).

Amendment to Employment Arrangements between Cablevision Systems Corporation and .
Hank Ratner, dated March 2, 2005 (1ncorporated herein by reference to Exhibit 10.48 to the
2004 10-K). - ‘

Employment Agreement, dated as of June23, 2003, between Cablevision Systems
Corporation and Thomas Rutledge (incorporated by reference to Exhibit 10.1 to Cablevision's
Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2004).

Amendment to Employment Arrangements between Cablevision Systems Corpofation and
Thomas Rutledge, dated March 2, 2005 (incorporated herein by reference to Exhibit 10.49 to
the 2004 10- K)

Letter Agreement, dated August 2, 2004, between Cablevision Systems Cdrporation and
Michael Huseby (incorporated by reference to Exhibit 10.2 to Cablevision's Quarterly Report
on Form 10-Q for the fiscal quarter ended September 30, 2004).

Amendment to Employment Arrangements between Cablevision Systems Corporation and
Michael Huseby, dated March 2, 2005 (mcorporated herein by reference to Exh1b1t 10.50 to
the 2004 10-K).

Letter Agreement, dated October 11, 2004, between Cablevision Systems Corporation and
Wm. Keith Harper (incorporated by reference to Exhibit 10.3 to Cablevision's Quarterly
Report on Form 10-Q for the fiscal quarter ended September 30, 2004).
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EXHIBIT
NO.

INDEX TO EXHIBITS (continued)

DESCRIPTION

10.18

10.19

10.20

10.21

10.22

10.23

.10.24

10.25

10.26

10.27

10.28

1029

Retirement Agreement, dated as of June 23, 2003 and Consulting Agreement as of January 3,
2004, between Cablevision Systems Corporation, CSC Holdings, Inc. and Sheila Mahony
(incorporated herein by reference to Exhibit 10.3 of the Quarterly Report on Form 10-Q for
the fiscal quarter ended June 30, 2003). .

Amendment to Retirement Agreement, dated as of January 2, 2004, between Cablevision
Systems Corporation, CSC Holdings, Inc. and Sheila Mahony (incorporated by reference to
Exhibit 10.45 of the Annual Report on Form 10-K for fiscal year ended December 31, 2003).

Employment Agreement, dated as of November 7, 2002, between CSC Holdings and William
J. Bell (incorporated herein by reference to Exhibit (d)(3) to Cablevision Systems
Corporation's Schedule TO Tender Offer Statement, dated January 23, 2002).

Extension to Employment Agreement, dated as of March 12, 2004 and Consulting
Agreement as of January 1, 2005, between CSC Holdings and William J. Bell (incorporated
by reference to Exhibit 10.46 of the Annual Report on Form 10-K for fiscal year ended
December 31, 2003). . -

Supplemental Benefit Plan of CSC Holdings (incorporated herein by reference to
Exhibit 10.7 to CSC Holdings' Form S-1).

Cablevision Systems Corporation Employee Stock Plan (incorporated herein by reference to
Exhibit A to Cablevision Systems Corporation's June 3, 2003 Proxy Statement).

Cablevision Systems Corporation Executive Performance Incentive Plan.

Cablevision Systems Corporation Long-Term Incentive Plan (incorporated herein by
reference to Exhibit B to Cablevision Systems Corporation's June 3, 2003 Proxy Statement).

Cablevision Systems Corporation Amended and Restated Stock Plan for Non-Employee
Directors (incorporated herein by reference to ExhibitD  to Cablevision Systems

. Corporation's June 3, 2003 Proxy Statement).

Cablevision CHOICE Severance Pay Plan (incorporated herein by reference to Exhibit 10.49
to the 2003 10-K).

Formation Agreement, dated as of June 22, 1997, among Rainbow Media Sports Holdings,
Inc. and Fox Sports Net; LLC, attaching Partners) and Annex B (Partnership Agreement of
National Sports Partners) (incorporated by reference to Exhibit 99.1 to Current Report on
Form 8-K, filed April 1997).

Lease Agreement between Nassau Cable Business Trust, as Landlord and CSC Holdings, as
Tenant, dated as of November 1, 1997 2007 (incorporated by reference to Exhibit 10.56 to
Cablevision Systems Corporation's Registration Statement on Form S-4, dated January 20,
1998, File No. 333-44547).
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EXHIBIT
NO.

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

INDEX TO EXHIBITS (continued)

DESCRIPTION

Amended and Restated Contribution and Merger Agreement, dated as of June 6, 1997,
among Cablevision Systems Corporation, CSC Holdings, CSC Merger Corporation and TCI
Communications, Inc. (incorporated by reference to Appendix A to Cablevision Systems
Corporation's Registration Statement on Form S-4, dated January 20, 1998, File No. 333-
44547).

Stockholders Agreement, dated as of March 4, 1998, by and among CSC Holdings, Tele-
Communications, Inc., a Delaware corporation, the Class B Entities and the Investors
(incorporated by reference to Exhibit4.1 to Current Report on Form 8-K, filed March 4,
1998). :

Cablevision 401(k) Savings Plan (incorporated herein by reference to Exhibit 10.47 to the
1992 10-K).

Agreement and Plan of Merger, dated as of April 18, 2000, by and among CSC Holdings,
Inc., Cablevision of Massachusetts, Inc., AT&T Corp. and AT&T CSC, Inc. (incorporated by
reference to Exhibit 99.1 to Current Report on Form 8-K, filed on May 5, 2000).

Asset Exchange Agreement, dated as of April 18, 2000, by and among CSC Holdings, Inc.,
Cablevision of Brookline, L.P., Cablevision of Boston, Inc. and AT&T Corp. (incorporated
by reference to Exhibit 99.2 to Current Report on Form 8-K, filed on May 5, 2000).

Letter Agreement, dated January 31, 2001, among Cablevision Systems Corporation,
Rainbow Media Holdings, Inc., Metro-Goldwyn-Mayer Inc., American Movie Classics
Holding Corporation, AMC II Holding Corporation, Bravo Holding Corporation, and Bravo
II Holding Corporation (incorporated by reference to Exhibit 99.1 to Current Report on
Form 8-K filed, February 5, 2001).

Agreement and Plan of Merger and Exchange, dated as of November 4, 2002, by and
between Cablevision Systems Corporation, Bravo Holding Corporation, Bravo II Holding
Corporation, Rainbow Media Group, LLC, National Broadcasting Company, Inc., NBC-
Rainbow Holding, Inc. and Applause Acquisition Corporation (incorporated herein by
reference to Exhibit 99.1 to Current Report on Form 8-K, filed November 6, 2002).

Purchase Agreement, dated as of June 27, 2003, by and among Rainbow Media Holdings,
Inc., American Movie Classics III Holding Corporation, American Movie Classics IV
Holding Corporation, IFC II Holding Corporation, IFC III Holding Corporation, Metro-
Goldwyn-Mayer Inc., MGM Networks U.S. Inc and, solely for purposes of Sections 2.02(b),
2.02(c), 5.01, 10.05, 10.08 and 10.11, Cablevision Systems Corporation (incorporated by
reference to Exhibit 10.38 of the Annual Report on Form 10-K for fiscal year ended
December 31, 2003).

Registration Rights Agreement, dated as of July 18, 2003, between Cablevision Systems
Corporation, and MGM Networks U.S. Inc. (incorporated by reference to Exhibit 10.39 of
the Annual Report on Form 10-K for fiscal year ended December 31, 2003).
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EXHIBIT
NO.

INDEX TO EXHIBITS (continued)

DESCRIPTION

10.39

10,40

10.41

10.42

10.43

10.44

10.45

Purchase Agreement, dated as of December 12, 2003, by and among Fox Sports Net Bay
Area Holdings, LLC, Fox Sports Net Chicago Holdings, LLC and Fox Sports Net, LLC and
Regional Pacific Holdings II, L.L.C. and Regional Chicago Holdings II, L.L.C. (incorporated
by reference to Exhibit 10.40 of the Annual Report on Form 10-K for fiscal year ended
December 31, 2003).

Letter Agreement, dated as of January 12, 2004, between DTV Norwich, LLC, wholly-owned
by George S. Blumenthal and Company, LLC and Rainbow MVDDS Company, LLC
(incorporated by reference to Exhibit 10.43 of the Annual Report on Form 10-K for fiscal
year ended December 31, 2003).

Credit Agreement, dated as of February 24, 2006 among CSC Holdings, Inc., as the
Company, certain subsidiaries of the company, as Restricted Subsidiaries, the Lenders party
thereto, Bank of America, N.A., as Administrative Agent, Collateral Agent and L/C Issuer,
Banc of America Securities LLC and Citigroup Global Markets Inc., as Joint Lead Arrangers,
Banc of Americas Securities LLC, Citigroup Global Markets Inc. and JPMorgan Securities,
Inc., as Book Runners on the Revolving Credit Facility and the Term A Facility, Citibank,
N.A., as Syndication Agent, and Credit- Suisse, Bear Stearns Corporate Lending Inc.,
JPMorgan Securities, Inc. and Merrill Lynch Capital Corporation, as Co-Documentation
Agents. :

Pledge Agreement, dated as of February 24, 2006, among CSC Holdings, Inc., certain
subsidiaries of CSC Holdings, Inc. as Pledgors and Bank of America, N.A. as Secured Party.

Loan Agreement, dated as of August 20, 2004, among Rainbow National Services LLC, the
Guarantors party thereto, Bank of America, N.A. as Syndication Agent, Credit Suisse First
Boston, Citicorp North America, Inc. and Wachovia Bank, National Association as Co-

Documentation Agents, JP Morgan Chase Bank as Administrative Agent and the other Credit

Parties thereto (incorporated by reference to Exhibit 10.1 to Cablevision's Quarterly Report
on Form 10-Q for the fiscal quarter ended September 30, 2004).

First Amendment, dated as of January 20, 2006, to the Loan Agreement, dated as of
August 20, 2004, among Rainbow National Services LLC, the Guarantors party thereto, Bank
of America, N.A. as Syndication Agent, Credit Suisse First Boston, Citicorp North America,
Inc. and Wachovia Bank, National Association as Co-Documentation Agents, JP Morgan
Chase Bank as Administrative Agent and the other Credit Parties thereto.

Distribution and Transfer Agreement entered into as of February 18, 2005 by and among
Rainbow Regional Holdings LLC, Fox Sports RPP Holdings, Inc., Rainbow National Sports
Holdings LLC, Fox Sports Net National Network Holdings II, LLC, Rainbow Advertising
Holdings LLC, Fox Sports Net National Ad Sales Holdings II, LLC, Rainbow Media
Holdings, LLC, Fox Sports Net Bay Area Holdings, LLC, Regional Pacific Holdings II,
L.L.C.,, Fox Sports Net Chicago Holdings, LLC, Fox Sports Net, Inc. and Exhibit B
(Partnership Agreement of Pacific Regional Programming Partners) (incorporated herein by
reference to Exhibit 10.44 to the 2004 10-K).
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EXHIBIT
NO.

INDEX TO EXHIBITS (continued)

DESCRIPTION

10.46
10.47

10.48

10.49

10.50
10.51
10.52
10.53
10.54 .
10.55

10.56

10.57

10.58

Satellite Sale Agreement between Rainbow DBS Company LLC and EchoStar Satellite
L.L.C., dated January 20, 2005 (mcorporated herein by reference to Exhibit 10.45 to the 2004
10-K).

Agreement between Cablevision Systems Corporation, Charles F. Dolan and Thomas C.
Dolan, dated March 8, 2005 (incorporated herein by reference to Exh1b1t 10.46 to the 2004
10-K).

Contract, dated November 21, 2004 between Lockheed Martin Corporat1on acting through
Lockheed Martin Commercial Space Systems and Rainbow DBS Company LLC.
(Confidential portions of this Exhibit have been deleted and filed separately with the
Securities and Exchange Commission pursuant to a request for confidential treatment.)
(incorporated herein by reference to Exhibit 10.56 to the 2004 10-K).

Letter agreement amending the contract, dated November 21, 2004 between Lockheed Martin
Corporation, acting through Lockheed Martin Commercial Space Systems and Rainbow DBS
Company LLC (incorporated by reference to Exhibit 10.56.1 to Current Report on Form 8-K,
filed June 6, 2005).

Form of Nonqualified Stock Option Agreement (February 16, 2005) (incorporated by
reference to Exhibit 10.1 to _Current Report on Form 8-K, filed November 16, 2005).

Form of Restricted Shares Agreement (February 16, 2005) (incorporated by reference to
Exhibit 10.2 to Current Report on Form 8-K, filed February 16, 2005).

Form of Two-Year Performance Award Agreement (February 16, 2005) (incorporated herein
by reference to Exhibit 10.3 to Current Report on Form 8-K, filed February 16, 2005).

Form of Three-Year Performance Award Agreement (February 16, 2005) (incorporated'
herein by reference to Exhibit 10.4 to Current Report on Form 8-K, filed February 16, 2005).

Form of Deferred Compensation Agreement (February 16, 2005) (incorporated herein by
reference to Exhibit 10.5 to Current Report on Form 8-K, filed February 16, 2005).

Form of Nonqualified Stock Option Agreement (November 7, 2005) (incorporated by
reference to Exhibit 10.1 to Current Report on Form 8-K, filed November 7, 2005).

Form of Nonqualified Stock Option Agreement (Vesting Subject to Performance Metric)
(November 7, 2005) (incorporated by reference to Exhibit 10.2 to Current Report on Form 8-
K, filed November 7, 2005).

Form of Restricted Shares Agreement (November 7, 2005) (incorporated by reference to
Exhibit 10.3 to Current Report on Form 8-K, filed November 7, 2005).

Form of Performance Award Agreement (November 7, 2005) (incorporated by reference to
Exhibit 10.4 to Current Report on Form 8-K, filed November 7, 2005).
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INDEX TO EXHIBITS (continued)

EXHIBIT
NO. DESCRIPTION .

10.59 Form of Deferred Compensation Agreement (November 7, 2005) (incorporated by reference
to Exhibit 10.5 to Current Report on Form 8-K, filed November 7, 2005).

21 Subsidiaries of the Registrants
23.1 | Consent of Independent Registered Public Accounting Firm.
23.2 Consent of Independent Registered Public Accounting Firm.
31.1 Section 302 Certification of the CEO
31.2 Section 302 Certification of the CFO

32 Section 1350 Certification of the CEQ and CFO
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INDEX TO FINANCIAL STATEMENTS.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Cablevision Systems Corporation:

We have audited management's assessment, included in the accompanying Management's Report on
Internal Control Over Financial Reporting, that Cablevision Systems Corporation maintained effective
internal control over financial reporting as of December 31, 2003, based on criteria established in Internal
Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Cablevision Systems Corporation's management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting. Our responsibility is to express an opinion on management's assessment
and an opinion on the effectiveness of the Company's internal control over financial reporting based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting,
evaluating management's assessment, testing and evaluating the design and operating effectiveness of
internal control, and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company's internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, management's assessment that Cablevision Systems Corporation maintained effective
internal control over financial reporting as of December 31, 2005, is fairly stated, in all material respects,
based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). Also, in our opinion, Cablevision
Systems Corporation maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2005, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
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We also have audited, in accordance with thé standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets of Cablevision Systems Corporation and
subsidiaries as of December 31, 2005 and 2004, and the related consolidated statements of operations,
stockholders' deficiency and comprehensive income (loss) and cash flows for each of the years in the
three-year period ended December 31, 2005, and our report dated March 1, 2006 expressed an unqualified
opinion on those consolidated financial statements. Our report dated March 1, 2006 refers to the adoption
of the provisions of Statement of Financial® Accounting Standards No. 150, Accounting for Certain
Financial Instruments with Characteristics of Both Liabilities and Equity, in the year ended
December 31, 2003. ' SRR - ~ |

/s/ KPMG LLP

Melville, New York
March 1, 2006




Report of Independent Registered Public Accounting Firm

The Board of Directors and Stoékholders
Cablevision Systems Corporation: :

We have audited the accompanying consolidated balance sheets of Cablevision Systems Corporation and
subsidiaries as of December 31, 2005 and 2004, and the related consolidated statements of operations,
stockholders' deficiency and comprehensive income (loss), and cash flows for each of the years in the
three-year period ended December 31, 2005. In connection with our audits of the consolidated financial
statements, we also have audited the financial statement schedule listed in Item 15(a)(2). These
consolidated financial statements and financial statement schedule are the responsibility of the Company's
management. Our responsibility is to express an opinion on these consolidated financial statements and
financial statement schedule based on our audits.

' We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Cablevision Systems Corporation and subsidiaries as of December 31,.
2005 and 2004, and the results of their operations and their cash flows for each of the years in the three-
year period ended December 31, 2005, in conformity with U.S. generally accepted accounting principles.
Also in our opinion, the related financial statement schedule, when considered in relation to the basic
consolidated financial statements taken as a whole presents fairly, in all material respects, the
information set forth therein.

As discussed in Note 11 to the consolidated financial statements, the Company adopted the provisions of
Statement of Financial Accounting Standards No. 150, Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equity, in the year ended December 31, 2003.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of Cablevision Systems Corporation's internal control over
financial reporting as of December 31, 2005, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO),
and our report dated March 1, 2006 expressed an unqualified opinion on management's assessment of,
and the effectlve operation of, 1ntema1 control over financial reporting.

/s/ KPMG LLP

Melville, New York
March 1, 2006

I-3




CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31, 2005 and 2004
(Dollars in thousands)

2005 2004
ASSETS |
Current Assets: ‘

Cash and cash equivalents.........cocovovieiririii e, $ 397,496 $ 771,479

RESIIICIEA CASN ..vveieviiriicere ettt ettt et e etr e s venaesab s sa e etneereea 8,454 144,444

Accounts receivable, trade (less allowance for doubtful accounts of $18 807 :

AN $16,312) ..ocivoeeeieeieeeieesses e rers s 421,950 378,936
Notes and other reCeivables ..o . 74,141 121,872
TNVESHTIENT SECUITIES ....vvveveivrereeiercvrire et emseretetes et et enaeesee s e . 10,408 3,819
Prepaid expenses and other current assets..........ocoviiieiiciiiniiiinenn el 98,921 82,027
Feature film inventory, net........cccoocnviviviniiineiennns PRSI URUPPPTOPPIR - 108,607 107,860
Deferred tax asset.................. ettt e et et e et bttt besrr e etbesra et e areene 10,883 124,528
Advances to affiliates........ocoeevvevirieererirerereceieesenene. ettt 70 1,308
Investment securities pledged as collateral ............c..cocooviviiieiiieiviicenn, ST, 723,476 327,180
DETTVALIVE COTITACES +.vuveviviveeeeseiererseeseseeessesestesst et eteeeeoreorenereseeeasessereseenes T 268,539 193,682
Assets held for sale ............ BSOSO DSOS USRI SRUPSP 7,557 124,698

Total CUITENE ASSELS ..eiivvieirierrererrerertrertieree et e rrresnescereeeneeeens et © 2,130,502 2,381,833

Property, plant and equipment, net of accurnulated depreciation of $5,494,994

ANA $4,676,327 .ottt ettt bbbt eas s 3,868,077 4,013,814
Investments In affiliates........covevevvcvireeenne ettt ettt n 39,463 27,300
Investment securities pledged as collateral...........c.covuuvrverereevresre e, 199,430 T 819,441
Notes and other TeCeIVADIES .........oovieereeerreieiesc ettt ree e s 42,987 46,892
DETIVALIVE COMTACES .. eevveerireierreeirresirereeeitres et sttt s ssaesaeasreasseessssessaseessbeetnesnsssesasasanee - 109,207 290,686
OHRT @SSES.cveievee e e ieeetee e vt eete e st e sebesbe st e e s e sabe s stbeeaaesesbaentbaessseranasasbeasneennne ' 83,801 . 72,230
DELEITEA LAX ASSEE . .veeeiivvrert et cereereeereere et eteebeseaseearessts et ssaesrrsstreeneestsesesntresteesrees 47,269 17,049
Long-term feature film inventory, net ...........ccocovvevnnnn, ere ettt aaes 378,502 350472
Deferred carriage fees, net...........ccoeveee SR VOO SOR U OPPRRTIO 188,135 108,233
FIAIICRISES 1.ttt ettt tee e ae et e b ettt e s b e bbb eses bbb es b st e e b be st etsentensnanis 731,848 731,848
Affiliation, broadcast and other agreements, net of accumulated amortization of

$349,752 And $348,375 . eeiiieieeetreee e e 519,363 . 485,118
Other intangible assets, net of accumulated amortization of $68 192 and - :

B50,417 oottt bbbttt ene 388,622 168,933
Excess costs over fair value of net assets acquired............ococvvevnreeriniiniesececece v 996,338 1,446,294
Deferred financing and other costs, net of accumulated amortization of $85,450

AN $64,307 ...ttt ettt bbb bbb st e st bt 120,965 132,225
Assets Reld fOr $ale......ou s - 312,154

$9,844,509 $11,404,522

See accompanying notes to
consolidated financial statements.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES ’
CONSOLIDATED BALANCE SHEETS (continued)
~ December 31, 2005 and 2004
(Dollars in thousands, except share and per share amounts)

2005 2004
LIABILITIES AND STOCKHOLDERS' DEFICIENCY
Current Liabilities: : :
ACCOUNLS PAYADLE ...oeiriirice et e e e $ 373,362 § 345178
Accrued labilities: ‘
INEEIESt..uvviveicveieieccree e ee et b 177,109 172,016
Employee related COStS .......c.livmmimiuirirsciorsscees s riseseesns R 288,751 281,550
Other accrued eXPenSES .......c.ccvivveeriiiviierereecere et s 479,096 450,960
Accounts payable 10 affilIates .......cccceereriinineiininieece e e e 1,467 869
DTEITEA TEVEIIUC ...eviii ittt ettt et es e ab st r e e sttt et e eesebeaeses e s renereaereens 140,723 122,297
Feature film and other contract 0bligations..............ccc.evvevesreeienierirerieossnierennen 112,817 106,503
Liabilities under derivative CONtracts...........cccoovveeeereerererenenns e e 101,580 12,775
Current portion of bank debt......c...covvreennn e e e 8,560 < 5,387
Current portion of collateralized indebtedness...........cocvvireinnineccnieininicnnne 857,774 617,476
Current portion of capital lease OblIZALIONS ......cccoovveevviirirrieiree e, - 8,586 11,581
NOLES PAYADIE ... cveveiveriieei sttt ie ettt s bbbt b s st stss s s s ransbaes s s 8,438 -
Liabilities held for Sale........ovevveiiiviiiinieceeeecce e e R - 7,468
Total current HAabIlITIES ... .cciiiiee i iciiaierniriece e e areesressaessessestasssessanssnesenesnns 2,558,263 2,134,060
Feature film and other contract obligations ..........covevineerrieriienininieeeenne e 351,673 358,209
~ DefeITed TEVENUE 11 16,219 13,648
Liabilities under derivative CONITACES. ........cvoievireriainiestinrieresieeseeesereesisse e saasaeeonas 17,571 151,102
Other long-term HabIlities ..o e 361,018 263,819
BANK QLo oot s 1,842,940 2,484,500
Collateralized INAEbLEANESS ........c.cvvvvveeveircereesis ettt en e 312,352 935,951
Senior notes and debentUIES ......o.vevveiie ittt e 5,992,760 -5,991,564
Senior subordinated notes and debBENTUIES........c.oovvvvivriiiieie e 746,621 746,231
Notes payable ..........cccc...... J T OSSOSO PO TSP U OV P PP PPN 7,467 150,000
Capital lease obligations.........c.cc.e.. e e e et bt aare e ree e s 51,201 59,982
Deficit investment in affiliates......cooovioieiiiie i, - 59,913
MINOTity INterests......o.ovviviveriveeerrerrerronnens e et rr et aren 55,190 685,877
Total Habilities ..ocoovvrviveiiicie i e s e ... 12,313,275 . 14,034,856

Commitments and contingencies

- Stockholders' Deficiency:
Preferred Stock, $.01 par value, 50,000,000 shares authorized, none issued........ - -
CNYG Class A common stock, $.01 par value, 800,000,000 shares
" authorized, 247,430,685 and 243,802,249 shares issued and 225,268,714

and 221,986,022 shares outstanding .........c.ccoovevevvriiinirioneireiiereen e 2,474 2,438
CNYG Class B common stock, $.01 par value, 320,000,000 shares

authorized, 64,160,264 and 65,817,742 shares issued and outstanding............ 642 658
RMG Class A common stock, $.01 par value, 600, 000 000 shares authorized,

NONE ISSUCA ..vvviivvireerereresteeseetaesreersresttaaesrseseesaeetsesreesaesraessasesasesreesseesresssersrens - -
RMG Class B common stock, $.01 par Value, 160,000,000 shares authorized,

DIOMIE ISSUCH «oevvieieieitieieiieae et crei e e steaste st ae s baste et ans s ea e neseeesse e aamnaeraesraenreernenses - -
Paid-in capital ........ccociiiiiiii i, 1,242,197 1,175,319
Accumulated defiCit .....viiiiieiie e e (3,350,764) (3,445,064)

(2,105,451) (2,266,649)

Treasury stock, at cost (22,161,971 shares and 21, 816 227 shares).......ccoovvneinnn (359,753) (359,750)

Accumulated other comprehensive 108S.. ..o, (3,562) (3,935).

Total stockholders' deficiency.......coovvereeccrccrenrennnncnn. vt (2,468,766) (2,630,334)
‘ ' $ 9,844,509 $11,404,522

See accompanying notes to
consolidated financial statements
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31, 2005, 2004 and 2003
(Dollars in thousands, except per share amounts)

2005 2004 2003

REVENUES, NEL....eciviiireeeeiers e etrreeee e eseseeennsaecereatseecs st s nnessesen $5,175,911 $4,750,037 $4,023,209
Operating expenses: ' '
Technical and operating (excluding depreciation, amortization
and impairments ShOWR BeloW) .....c..ooveiirieiirien e 2,297,037 2,262,694 1,864,579
Selling, general and administrative................ e 1,292,565 1,192,457 1,083,394
Other operating inCoOME.......cooovvivciriiiiscni e - (95,758) - (4,758)
Restructuring charges (Credits) .....ccovverereeivnereinrecrinenes TR (433) 151 10,725
Deprec1anon and amortization (mcludmg impairments).....c........... 1,084,304 1,137,940 1,042,850
4,673,473 4,497,484 3,996,790
OPerating INCOME. ......cceireriinieiercet et e 502,438 252,553 26,419
Other income (expense): ' ‘ :
Interest expense ....... (764,513} (721,008) (615,668)
Interest income 17,002 8,568 10,899
Equity in net income (loss) of affiliates 3,286 (12,991) 429,732
Gain (loss) on sale of programming and affiliate interests, net....... 64,968 2,232 (13,644)
Gain (105s) 0N INVESIMENES, NEL..cviiiiiiieririirerececre e reenrcrecareenas (138,312) - 134,598 235,857
Write-off of deferred financing costs........ccooovverenninnrennnn - (18,961) (388)
Gain (loss) on derivative contracts, net 119,180 (165,305) (208,323)
Loss on extinguishment of debt ... - (78,571) -
MINOTILY INEETESLS ..euevr e irrerererctsrercereet e verenr e rtnreeesaareresrsaennenenes (5,034) (65,568) (116,950)
Miscellaneous, NEL .......ccociviveiiiieiere et 651 46 3,719
(702,772} (916,960) (274,766)
Loss from continuing operations before income taxes............c.cc.ee..e. (200,334) (664,407) (248,347)
Income tax benefit (expense)....... ettt et a et aner s 79,401 194 808 (26,416)
Loss from continuing operations. ........cccoveevveercrnien s (120,933) (469,599) (274,763)
Income (loss) from discontinued operations, net of taxes
(including net gain primarily from the Regional Programming
Partners restructuring of $269,428 in 2005 and a net loss of
- $8,382 on the sale of the retail electronics business in 2003) ......... 215,233 (199,057) (22,476)
Income (loss) before extraordinary item.........occoooveievvnreiaeenirennnns 94,300 (668,656) (257,239)
Extraordinary loss on investment, net of faXes .........ccoevvecvrernnrienens - (7.436) -
Net INCOME (JOSS) .ovvrvvivirririirieieiieient e sraete et et ete e saats e e erereane e $ 94,300 $ (676,092) $ (297,239
INCOME (LOSS) PER SHARE:
Basic and Diluted net income (loss) per share:
Loss from continiing OPErations.........ocececvvreverecreererereneerenrereennanens § (043 $ (1.64) §  (0.96)
Income (loss) from discontinued operations............occoovecceneinnnne § 076 §  (0.69) $  (0.08)
EXITAOTGINALY 1085 ..rvcvcrevroneroreoeereessors et $ - $__(0.03) $ -
Net INCOME (0SS) ..vveviovreirmrorverierirniniiressiaieiisssassssiscsuiseensssnsessss $ 033 $ (236 $ (104
Basic weighted average common shares (in thousands) ................. 281,936 287,085 285,486
See accompanying notes to N

consolidated financial statements.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
. CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2005, 2004 and 2003
(Dollars in thousands)

2005 2004 2003
Cash flows from operating activities: -

Loss from continuing operations........ccocevneeeerernnnirennnnas $(120,933) §$ (469,599) | $(274,763)

Adjustments to reconcile loss from continuing
operations to net cash provided by operating

activities:
Depreciation and amortization (including
TMPAITTIENLS) w.eovevrerriviirere oot 1,084,304 1,137,940 1,042,850
Non-cash other operating inCome ........c..co..cviivernnnnnn, - (41,788 -
Equity in net (income) loss of affiliates........................ (3,286) 12,991 (429,732)
MINOTItY IEETESTS ....veviveececeeerriciririncnieeenreierenerir e 5,034 65,568 29,691
Loss (gain) on sale of cable assets and programming
and affiliate interests, Net.......cocecervvrvereniversecnnenens (64,968) (2,232)° 13,644
Loss (gain) on investments, Det.........ccovrrcrnvrnerinnnens 138,312 (134,598) (235,857)
Write-off of deferred financing costS.......oovvvcvvviniennas ‘ - 18,961 388
Loss (gain) on derivative contracts, net ............c.coovvueen (156,082) 149,911 178,499
Loss on extinguishment of debt .......c.cccoovevivirenvenenan, - 3,987 -
Stock based compensation expense .............. e 28,922 30,460 25,073
Deferred inCOMe taX.........occrivevirrrmmisinrinscenoniasnnsnnes (88,894) (201,570) 19,644
Amortization and write-off of feature film inventory .... 113,926 192,682 94,806
Amortization of deferred financing, discounts on
indebtedness and other deferred costs........cococvevvrnnnn. 85,490 , 114,069 89,787
Change in assets and liabilities, net of effects of
acquisitions and dispositions: ‘
Accounts receivable trade........ooeeciincnnninn (44,010) (36,564) (28,429)
Notes and other receivables ......ooevvivcmeeivvennecreeneens, 11,486 (20,814) (9,878)
Note.receivable from affiliate .............. Cevrrreress e ‘ - 12,877 5,123
Inventory, prepaid expenses and other assets ................ (11,159) 5,259 (30,268)
Advances to affiliates......ccoccovieriinroercnrrene, 1,223 (2,906) 145,265
Feature film inventory.......c.vcovmervicnrennninncnnenne (142,703) (258,371) (191,723)
Other deferred COStS .....ocovmimiiniiirencreec e (99,203) (17,690) (6,235)
Accounts payable.........covriinini e © 30,606 11,915 (108,713)
Accrued Habilities .......ooovvrvrrereeeercciee e, cereren 88,645 18,455 32,595
Feature film and other contract obligations ................... (222) 129,777 88,101
Deferred reVenue.......covvovieevvceveerevciee s eere e cvreennn 23,909 943 2918
Deferred carriage payable........c.eoeicrnccnninniennenens 45,371 . 4,782 (5,268)
MINOTity INtEIEStS ..o.oivveveieriie s 243 947) (11,060)
Net cash provided by operating activities.............. e 926,011 723,498 436,458
Cash flows from investing activities: )
Capital eXpenditires........cceireirereerenennne s (769,292) (697,514) {832,087)
Payments for acquisitions, net of cash acquired................... (4,231) (84,738) (179,728)
Proceeds from sale of equipment, net of costs of disposal.... 5,407 (194) 5,906
Decrease (increase) in investments in affiliates, net ........... (420) 32,664 443,391
Proceeds from sale of investment ...........ccccoeevevveneeereiiereennne - 2,029 -
Decrease (increase) in investment securities and other
IVESTMENLS ..1ivvetiiieeeveessseeeieersseeraesterersreseenbeneesenerensrens (9,520) 61 3,150
Decrease (increase) in restricted cash .......cooocovvvvvrecnierennnn 27,342 (35,797) -
Additions to other intangible assets ....... [TV (12,886) (8,826) (1,881
Net cash used in investing activities........occrirrereenenen $ (763,600) $(792,315) $ (561,249)

See accompanying notes to
consolidated financial statements.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
Years ended December 31, 2005, 2004 and 2003
(Dollars in thousands)

2005 2004 2003

Cash flows from financing activities:
Proceeds from bank debt........ccccoeeviiiviirieniiriencicienns $ 554,614 $ 3,342,095 $2,328,180
Repayment of bank debt .......ccoviinicvenn (1,192,614) (3,209,247) (2,056,908)
Redemption of senior subordinated notes.........cccooecvvverueeene _ - (350,000) -
Repayment of note payable.........ccovvvvivinireriiiiei - ' - (250,000)
Issuance of SENIOr NOLES .....ooveeeeriiiives et ere e - 2,793,922 -
Proceeds from collateralized indebtedness ................. beeesrene 210,973 125,100 330,728
Repayment of collateralized indebtedness ...........c..covvivene. (222,623) .(121,239) -
Proceeds from derivative contracts .........c.cocecerivrvcnnnnncnnn ' 6,462 ‘ - -
Issuance of preferred stock.......covevvviinenininncein e - - 75,000
Redemption of preferred stock.........ooveevvninnnrieeeinnnne, R - (1,694,622) -
Issuance of cOMMON StOCK ...oveveviivivirivieicce s 13,942 7,270 2,722
Payments on capital lease obligations and other debt............ (11,956) - (16,245) - (16,745)
Deemed net capital contribution from shareholder ............... 6,337 - .
Additions to deferred financing and other costs...........c...... (70) (70,086) (14,829)
Distributions to minority partners ........cc.c.ooceveveevevan. s ‘ (9,659) (1,748) -
Net cash provided by (used in) financing activities........... (644,594) 805,200 398,148
Effect of exchange rate changes on cash and cash
CQUIVALETIES .o..vvoveoeeceeesseeesnse s ssseasessrenens e 191 (191) , .
Net increase (decrease) in cash and cash equwalents from . :
CONtINUING OPEIAtIONS ......c..ceveververeiecsieseirenssseresie e ecaees (481,992) 736,192 273,357
Cash flows of discontinued operations (Rev1sed See
Note 1):
Net cash used in operating activities .......ccocevevrieenrnivnencae (67,502) (111,522) (5,835)
Net cash provided by (used in) investing activities .............. 80,174 (84,816) - (56,777)
Net cash used in financing activities ... - - (9,723)
Net change in cash classified in assets held for sale ............. 95,337 1,624 (48,462)
Net effect of discontinued operations on cash and cash
EQUIVAIENTS ..o 108,009 (194,714) (120,797)
Cash and cash equivalents at beginning of year ....................... 771,479 230,001 77,441
Cash and cash equivalents at end of year ............cccoocovvirrinnnn. $ 397,496 $ 771,479 $ 230,001

. See accompanying notes
to consolidated financial statements.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company and Related Matters

Cablevision Systems Corporation and its majority-owned subsidiaries ("Cablevision" or the "Company")
own and operate cable television systems and through its subsidiary, Rainbow Media Holdings LLC, have
ownership interests in companies that produce and distribute national and regional entertainment and
sports programming services, including Madison Square Garden, L.P. The Company also owns
companies that provide advertising sales services for the cable television industry, provide telephone
service, operate motion picture theaters, and through April 30, 2005, provided direct broadcast satellite
service. The Company classifies its business interests into three segments: Telecommunications
Services, consisting principally of its video, high-speed data, Voice over Internet Protocol and its
- commercial data and voice services operations; Rainbow, consisting principally of interests in national
and regional cable television programming networks, including AMC, The Independent Film Channel,
WE: Women's Entertainment, fuse and the VOOM HD Networks; and Madison Square Garden, which
owns and operates professional sports teams, regional cable television networks and an entertainment
business. ‘ o

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its
majority-owned subsidiaries and certain variable interest entities pursuant to FASB Interpretation ("FIN")
No. 46R, Consolidation of Variable Interest Entities. All significant intercompany transactions and
balances are eliminated in consolidation.

Revenue Recognition

The Company recognizes video, high-speed data, Voice over Internet Protocol, and telephony revenues as
the services are provided to subscribers. Installation revenue for our video, consumer high-speed data and
Voice over Internet Protocol services is recognized as installations are completed, as direct selling costs
have exceeded this revenue in all periods reported. The Company classifies amounts billed to its
customers for local franchise and regulatory fees as a component of revenue.

Our programming businesses recognize affiliate fees from cable and satellite providers as the
programming is provided. Advertising revenues are recognized when commercials are telecast. In some
situations, our programming businesses guarantee certain viewer ratings for their programming. For these
types of transactions, a portion of such revenue is deferred if the guaranteed viewer ratings are not met
and is subsequently recognized by providing additional advertising time.

Revenues derived from other sources are recognized when services are provided or events occur.

Technical and Operating Expenses

Costs of revenue related to sales of services are classified as "technical and operating" expenses in the
accompanying statements of operations.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

Programming Costs

The Company's cable television business included in the Telecommunications Services segment has
‘received, or may receive, incentives from programming distributors for carriage of the distributors’
programming. The Company recognizes these incentives as a reduction of programming costs in
technical and operating expense, generally over the term of the programming agreement.

Programming Rights

Rights acquired to broadcast various professional sports teams' events and programming for exhibition on
the Company's networks, are expensed over the contract or license period. Estimated future revenues are
reviewed regularly and write-downs to net realizable value are made as required. Estimates of total gross
revenues can change due to a variety of factors, including the level of advertising rates and subscriber
fees. Accordingly, revenue estimates are reviewed periodically and amortization is adjusted as necessary.

Rights to feature film inventory acquired under license agreements along with the related obligations are
recorded at the contract value when a license agreement is executed or the license period has begun.
Costs are amortized to technical and operating expense on the straight-line basis over the respective
license periods. The Company periodically reviews the programming usefulness of feature film inventory
based on a series of factors, including ratings, type and quality of program material, standards and
practices, and fitness of exhibition based on the programming of the individual programming service. If it
is determined that substantially all of the films in a film license agreement have no future programming
usefulness and will no longer be exploited, a write-off for the portion of the unamortized cost of the film
license agreement that was attributed to those films is recorded.

Advertising Expenses

Advertising costs are charged to expense wheﬁ incurred.  Advertising costs amounted to $204,037,
$196,841 and $180,046 for the years ended December 31, 2005, 2004 and 2003, respectively.

Restricted Cash

Restricted cash at December 31, 2005 includes approximately $8,500 of cash required by certain -
operating agreements and cash collateralized letters of credit for the Madison Square Garden ("MSG")
segment. Restricted cash at December 31, 2004 included approximately (i) $21,000 of cash collateralized
letters of credit entered into by the Rainbow segment for certain programming and operating lease
commitments that were released during 2005, (ii) $14,800 of cash required by certain operating
agreements, cash collateralized letters of credit and an escrow account required by the National Hockey
League (which was released in 2005) entered into by the MSG segment, and (iii) $108,600 received in
exchange for shares the Company owned of AT&T Wireless ("AWE") common stock, representing the
$15 share price paid in consideration of the merger between AWE and Cingular Wireless LLC. The
$108,600 of restricted cash was used to settle the outstanding collateralized indebtedness relating to these
shares in January 2005. ‘

Accounts Receivable

The Company periodically assesses the adequacy of valuation allowances for uncollectible accounts
receivable by evaluating the collectibility of outstanding receivables and general factors such as length of
time individual receivables are past due, historical collection experience, and the economic and
competitive environment.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

Investments

Investment securities and investment securities pledged as collateral are classified as trading securities
and are stated at fair value with unrealized holding gains and losses included in net income (loss).

The Company's interests in less than majority-owned entities in which the Company has the ability to
exercise significant influence over the operating and financial policies of the investee are accounted for
under the equity method. Equity method investments are recorded at original cost and adjusted to
recognize the Company's proportionate share of the investees' net income or losses, additional
contributions made and distributions received and amortization of basis differences. The Company
recognizes a loss if it is determined that an other than temporary decline in the value of the investment
exists.

Long-Lived and Indefinite-Lived Assets

Property, plant and equipment, including construction materials, are carried at cost, and include all direct
costs and certain indirect costs associated with the construction of cable television transmission and
distribution systems, and the costs of new product and subscriber installations. Equipment under capital
leases is recorded at the present value of the total minimum lease payments. Depreciation on equipment
is calculated on the straight-line basis over the estimated useful lives of the assets or, with respect to
equipment under capital leases and leasehold improvements, amortized over the shorter of the lease term
or the assets' useful lives and reported with depreciation and amortization (including impairments) in the
consolidated statements of operations.

Intangible assets established in connection with acquisitions consist of affiliate agreements and affiliation
relationships, broadcast rights and other agreements (primarily cable television system programming
agreements), season ticket holder relationships, suite holder contracts and relationships, advertising
relationships, other intangibles and excess costs over fair value of net assets acquired. These intangible
assets are amortized on a straight-line basis. Excess costs over fair value of net assets acquired

- ("goodwill") and the value of franchises, trademarks and certain other intangibles acquired in purchase
business combinations which have indefinite useful lives are not amortized.

- The Company reviews its long-lived assets (property, plant and equipment, and intangible assets subject
to amortization that arose from business combinations accounted for under the purchase method) for
impairment whenever events or circumstances indicate that the carrying amount of an asset may not be
recoverable. If the sum of the expected cash flows, undiscounted and without interest, is less than the
carrying amount of the asset, an impairment loss is recognized as the amount by which the carrying
amount of the asset exceeds its fair value.

The Company evaluates the recoverability of its goodwill and indefinite-lived intangible assets annually
or more frequently whenever events or circumstances indicate that the asset may be impaired. Goodwill
impairment is determined using a two-step process. The first step of the goodwill impairment test is used
to identify potential impairment by comparing the fair value of a reporting unit with its carrying amount,
including goodwill. If the carrying amount of a reporting unit exceeds its fair value, the second step of
the goodwill impairment test is performed to measure the amount of impairment loss, if any. The second
step of the goodwill impairment test compares the implied fair vatue of the reporting unit's goodwill with
the carrying amount of that goodwill. If the carrying amount of the reporting unit's goodwill exceeds the
implied fair value of that goodwill, an impairment loss is recognized in an amount equal to that excess.
The implied fair value of goodwill is determined in the same manner as the amount of goodwill which
would be recognized in a business combination.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

The impairment test for other intangible assets not subject to amortization consists of a comparison of the
fair value of the intangible asset with its carrying value. If the carrying value of the intangible asset
exceeds its fair value, an impairment loss is recognized in an amount equal to that excess.

Satellite Development Costs

In 2001, Rainbow DBS entered into a contract for the construction of a satellite with Lockheed Martin
Corporation. The contract provided for scheduled payments over a period extending through 2003, as
well as cancellation penalties if the contract was terminated before the satellite was launched. As of
December 31, 2003, payments made under the terms of the contract totaled approximately $255,300. In
connection with the construction of this satellite, the Company capitalized interest of $7,692 for the year
ended December 31, 2003. This satellite was launched in July 2003, therefore no interest was capitalized
since that date.

Rainbow DBS entered into a satellite procurement contract covering five Ka-band satellites with
Lockheed Martin in November 2004. The construction cost under the contract was approximately
$740,000, subject to certain adjustments. Rainbow DBS had the right to terminate the contract at any
time, subject to certain maximum termination liabilities. Rainbow DBS exercised this right -on
November 21, 2005, and amounts paid to Lockheed Martin in excess of the estimated termination liability
is included as a receivable in the'accompanying consolidated balance sheet at December 31, 2005.

See Note 5 for a discussion of impairment charges‘ relating to the Rainbow DBS segment.

Feature Film Obligations

Amounts payable subsequent to December 31, 2005 related to the license of feature film inventory are as
follows:

Years Ending December 31,

2006 ..ot et A et ettt ettt ettt sttt nan et et et ettt ee et ee $112,191
2007 ot et ettt e he e te e tae Eeesae b et e eR b e st e R b ekt et e reeebe e neeatbentr st e anteateeaeeabeeabeeeesets 94,752
2008 . ettt ettt ettt e e et s et et et b et s e st e teah e et bt e erbe s s e st e reeRbe ek b e beeeteeeRe et re et be et s erbenreesreenreraean 70,163
2009 1ottt b et st R s et et R b et e bRt s SR eR s eA SR ek s R e A e A e ebe b e s nhesbe et aabe st eateeneerenreernreran 51,247
2000 ittt ettt sttt e et tbes e £e S et er £ eR b eR e Re e R beh e R s eteebseses er et et enaeetenteetesteneetesneas 38,032
Thereafter .....ooovvvvvevrieece e et et a e aeebee s e e 97,479

See Note 5 for a discussion of the Company's review of the programming usefulness of our feature film
inventory and impairment charges recorded in 2005, 2004 and 2003.

Deferred Carriage Fees

Deferred carriage fees represent amounts paid or payable to cable system and/or satellite operators to
guarantee carriage of certain programming services and are amortized as a reductlon to revenue over the
period of the related guarantee (1 to 15 years).

Deferred Financing Costs

Costs incurred to obtain debt are deferred and amortized to interest expense using the straight-line method
over the life of the related debt.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

Income Taxes
Income taxes are provided based upon the provisions of Statement of Financial Accounting Standards
No. 109, Accounting for Income Taxes, which requires the asset and liability method of accounting for

deferred income taxes and permits the recognition of deferred tax assets, subject to an ongoing assessment
of realizability.

Income (Loss) Per Common Share

Basic and diluted net loss per common share are computed by dividing net loss by the weighted average
number of common shares outstanding during the period. Potential dilutive common shares are not
included in the diluted computation as their effect would be antidilutive.

Basic net income per share is computed by dividing net income by the weighted average number of
common shares outstanding during the period. Diluted net income per share is computed by dividing net
income by the weighted average number of common shares and common stock equivalents outstanding
during the period.

In the second quarter of 2004, the Company implemented Emerging Issues Task Force ("EITF") Issue
No. 03-6, Participating Securities and the Two-Class Method under FASB Statement No. 128. EITF 03-6
requires convertible participating securities to be included in the computation of earnings per share using
the "two-class" method. The Company's Series A Exchangeable Participating Preferred Stock was
considered a convertible participating security. When applicable, basic and diluted earnings per share
would be restated to reflect the impact of utilizing the two-class method required by EITF 03-6. The
implementation of EITF 03-6 had no impact on earnings per share for the years ended December 31, 2004
and 2003, and as of December 31, 2005, the Company had no convertible participating securities
outstanding. o C

. Except for the fourth quarter 2005, the Company generated a loss from continuing operations, therefore,
the outstanding common stock equivalents during each respective period had no dilutive effect. For the
three months ended December 31, 2005, the Company generated income from continuing operations and
the basic weighted average common shares outstanding of 281,797 were adjusted by the incremental
dilutive effect of outstanding stock options and restricted shares resulting in total diluted weighted
average common shares outstanding of 285,982. For the year ended December 31, 2005, the Company
generated a loss from continuing operations and the basic weighted average shares outstanding were not
adjusted for the potential dilutive effects of common stock equivalents.

Reclassifications

Certain reclassifications have been made to the 2004 financial statements to conform to the 2005
presentation. In addition, the assets and liabilities attributable to Fox Sports Net Ohio and Fox Sports Net
Florida (prior to April 2005) and certain assets of the Rainbow DBS satellite distribution business for all
periods presented have been classified in the consolidated balance sheets as assets and liabilities held for
sale. The operating results and cash flows of these businesses have been classified as discontinued
operations in the consolidated statements of operations and cash flows, respectively, for all periods
presented.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED.FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

Cash Flows

For purposes of the consolidated statements of cash flows, the Company considers short-term investments
with a maturity at date of purchase of three months or less to be cash equivalents.

During 2005, 2004 and 2003, the Company's non-cash 1nvest1ng and financing activities and other
supplemental data were as follows

Years Ended December 31,
2005 2004 2003
Non-Cash Investing and Financing Activities: . '
Capital lease Obligations .............cceeerevirererescrcrcnnes e ——— $ 180 $ 2,952 $ 10,003

Asset retirement obligations.........ccccovvonviiiniiinn, 10,870 - -
Acquisition of the 40% minority interest in certain

Regional Programming Partners entities in exchange for

the Company's interests in Fox Sports Net Ohio, Fox

Sports Net Florida, National Sports Partners and

National Advertising Partners ...........cccocvenneniininincnen 604,080 - -
Redemption of collateralized indebtedness with restricted : :
cash and related prepaid forward contracts ............cccocevenns - 116,544 - -
Redemption of collateralized indebtedness with related

prepaid forward contracts and Stock ... 247,647 - .-
Redemption of collateralized indebtedness with related ,

prepaid forward contracts........cccccoeeevinviiinnnnn, 43,604 - -
Rights payments offset with repayment of a note

TECEIVADLE 1vvvieieiiie et eree e eet e en e e tn e st e e sanreeenraeens 40,000 - .

Note payable issued in connection with the purchase of

the 20% minority interest in AMC, The Independent ,

Film Channel and WE: Women's Entertainment................ - - 250,000
Note payable issued in connection with the purchase of '

the 50% interests in Fox Sports Net Chicago and Fox ‘

Sports Net Bay Area........ccovieenriie v - - 150,000
Notes payable, including interest, contributed by News

Corporation to Regional Programming Partners for no

CONSIAETALION ...vvviieeieceiiee et et e et a e eerre et seeta e 152,907 - -
Redemption of collateralized indebtedness associated with '

AT&T Wireless shares with restricted cash, net of

related forward contract...........c.ccoovviivinin i, . 105,000 : R

Receipt of restricted cash for AT&T Wireless shares............ - 213,647 -
Supplemental Data:

Cash interest paid — continuing operations ..........c.ocovveviiinins $698,189 - $636,277 $498,583
Cash interest paid — discontinued operations ............c.cecevine 85 314 533
Income taxes paid (refunded)',lnet — continuing operations ... (4,005) 6,952 7,790
Income taxes paid (refunded), net — discontinued '

OPETALIONS ....vveeeeeeseeneeeneeensratasse e ssessesrnesesbebebenegesensbesnnaes 18 (539) 532

In addition, at December 31, 2005, the Company has revised its consolidated statements of cash flows for
the years ended December 31, 2004 and 2003 to separately disclose the operating, investing and financing
portions of the cash flows attrlbutable to its d)scontlnued operations, which in prior perlods were reported
on a combined basis as a single amount.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

Stock Option Plan

The Company applies the intrinsic value based method of accounting prescribed by Accounting Principles
* Board ("APB") Opinion No. 25, Accounting for Stock Issued to Employees and related interpretations, to
account for its stock based compensation awards. Under this method, compensation expense is recorded
on the date of grant only if the current market price of the underlying stock exceeded the exercise price.
Statement of Financial Accounting Standards No. 123, Accounting for Stock Based Compensation,
established accounting and disclosure requirements using a fair value based method of accounting for
stock based employee compensation plans. As allowed by Statement No. 123, the Company has elected
to continue to apply the intrinsic value method of accounting prescribed by APB No. 25.

The table below sets forth the pro forma net income (loss) as if compensation cost was determined in
accordance with Statement No. 123 for options granted in 1995 through 2005:

Years Ended December 31,

2005 2004 2003
Net income (108s), as r€POTted ......ocovvevrerimicriiiiiririiiinnnn, $ 94,300 . $(676,092) $(297,239)
Add: Stock-based employee compensation cost included
in reported net income (loss), net of taxes........ccc.ccovneeee. 9,588 20,627 24,827
Deduct: Stock-based employee compensation expense
determined under fair value based method, net of taxes... (14,801) (25,213) (34,505)
Pro forma net income (1088).......cccocevierviereniiiieiinnc s $ 89,087 $(680,678) $(306,917)
Basic and diluted net income (loss) per common share:
AS TEPOTEd ..ottt $ 033 $ (236 $ (109
Pro fOIMA ..ottt e ets s s st e b st b e ens $ 032 $ (237 $  (1.08)

The Company estimated the fair value of each option grant using the Black-Scholes option pricing model.
The following assumptions were used in calculating these fair values:

Years Ended December 31,
2005 2004 2003
Risk free Interest rate........ooeeereecceirniineniiree e, 4.5% 3.5% : 2.8%
VOLAtIlIEY oo ettt 57.0% 55.7% 60.5%
Dividend Yield ..o 0% 0% 0%
Average fair value ........ccccooevininniici $13.60 $10.29 $6.59
Expected ife in YEATS ........veeiriereeeereeceerineeisssnseneensensnienens. 5.0 5.0 5.0

As of December 31, 2005, there was $45,631 of total unrecognized, pre-tax compensation cost related to
non-vested stock options under Statement No. 123. See discussion below regarding the Company's
planned implementation of Statement No. 123R as of January 1, 2006.

Derivative Financial Instruments

The Company accounts for derivative financial instruments in accordance with Statement of Financial
Accounting Standards No. 133 ("Statement No. 133"), Accounting for Derivative Instruments and
Hedging Activities, as amended. Statement No. 133 requires that an entity recognize all derivatives, as
defined, as either assets or liabilities measured at fair value. If the derivative is designated as a hedge,
depending on the nature of the hedge, changes in the fair value of the derivative will either be offset
against the change in fair value of the hedged assets, liabilities or firm commitments through earnings or
recognized as a component of comprehensive income until the hedged item is recognized in earnings.
The ineffective portion of a derivative's change in fair value will be immediately recognized in earnings.
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

The Company uses derivative instruments to manage its exposure to market risks from changes in certain
equity prices and interest rates and does not hold or issue derivative instruments for speculative or trading
purposes. These derivative instruments are not designated as hedges, and changes in the fair values of
these derivatives are recognized in earnings as gains (losses) on derivative contracts.

Concentrations of Credit Risk

Financial instruments that may potentially subject the Company to a concentration of credit risk consist
primarily of cash and cash equivalents and trade receivables. Cash is invested in money market funds,
bank time deposits or in obligations of the U.S. Treasury. The Company's cash investments are placed
~ with money market funds or financial institutions that have received the highest rating awarded by
Standard & Poor's and Moody's Investors Services. The Company had one customer that accounted for
approximately 11% of the Company's consolidated net trade receivable balances at December 31, 2004,
which exposes the Company to a concentration of credit risk. Although this customer exceeded 10% of
the Company's consolidated net trade receivables at December 31, 2004, the Company does not have a
single external customer which represents 10% or more of its consolidated net revenues for the years
ended December 31, 2005, 2004 and 2003.

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could d1ffer from those
estimates. *

Commitments and Contingencies

Liabilities for loss contingencies arising from claims, assessments, litigation fines and penalties and other
sources are recorded when it is probable that a liability has been incurred and the amount of the
assessment can be reasonably estimated.

Recently Issued Accounting Standards Not Yet AdOpted

In December 2004, the Financial Accounting Standards Board {("FASB") issued a revision of FASB
Statement No. 123, Accounting for Stock-Based Compensation, Statement No. 123R, Share-Based
Payment. Statement No. 123R supersedes APB Opinion No. 25, Accounting for Stock Issued to
Employees, and its related implementation guidance and it establishes standards for the accounting for
transactions in which an entity exchanges its equity instruments for goods or services. Statement
No. 123R requires a public entity to measure the cost of employee services received in exchange for an
award of equity instruments based on the grant-date fair value of the award. Statement No. 123R also
requires that the benefits associated with the tax deductions in excess of recognized compensation cost be
reported as a financing cash flow, rather than as an operating cash flow as required under current
literature. This requirement will reduce net operating cash flows and increase net financing cash flows in
periods after the effective date in which the excess tax deductions result in a reduction of income taxes
payable. In March 2005, the Securities and Exchange Commission ("SEC") issued Staff Accounting
Bulletin No. 107 regarding the SEC's interpretation of Statement No. 123R and the valuation of share-
based payments for public companies.

The Company will adopt Statement No. 123R on January 1, 2006, using the modified prospective
application. The modified prospective application requires that compensation expense be recorded for the
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

unvested portion of the restricted share awards, stock option awards and stock appreciation rights
outstanding at December 31, 2005 over the remaining service periods related to such awards. The
Company will continue using the Black-Scholes valuation model in determining the fair value of share-
based payments. In accordance with the pro forma disclosure requirements of Statement No. 123, the
Company recognized the majority of the share-based compensation costs using the accelerated
recognition method. Subsequent to January 1, 2006, the Company will continue to recognize the cost of
previously granted share-based awards under the accelerated recognition method and will recognize the
cost for new share-based awards on a straight-line basis over the requisite service period. The Company
has not quantified the impact of adopting Statement No. 123R. See Note 16 for additional information
about the Company's share-based compensation plans.

In June 2003, the FASB issued Statement No. 154, Accounting Changes and Error Corrections - a
replacement of APB Opinion No. 20 and FASB Statement No. 3. The Statement applies to all voluntary
changes in accounting principle, and changes the requirements for accounting for and reporting of a
change in accounting principle. Statement No. 154 requires retrospective application to prior periods'
financial statements of a voluntary change in accounting principle unless it is impracticable. APB
Opinion No. 20 previously required that most voluntary changes in accounting principle be recognized by
including in net income of the period of the change the cumulative effect of changing to the new
accounting principle. Statement No. 154 requires that a change in method of depreciation, amortization,
or depletion for long-lived, nonfinancial assets be accounted for as a change in accounting estimate that is
effected by a change in accounting principle. APB Opinion No. 20 previously required that such a
change be reported as a change in accounting principle. Statement No. 154 is effective for accounting
changes and corrections of errors made in fiscal years begmnmg after December 15, 2005.

In June 2005, the EITF reached a consensus on Issue No. 04-5, 1Determ1mng Whether a General Partner,
or the General Partners as a Group, Controls a Limited Partnership or Similar Entity When the Limited
Partners Have Certain Rights. EITF No. 04-5 provides guidance in assessing when a general partner
- should consolidate its investment in a limited partnership or similar entity. The provisions of EITF
No. 04-5 were required to be applied beginning June 30, 2005 by general partners of all newly formed
limited partnerships and for existing limited partnerships for which the partnership agreements are
modified subsequent to June 30, 2005 and had no impact on the Company s financial position or results of
operations for the year ended December 31, 2005. The provisions of EITF No. 04-5 are effective for
general partners in all other limited partnerships beginning January 1, 2006. EITF No. 04-5 will not have
any impact on the Company's financial position or results of operations upon adoption.

Common Stock

Each holder of Cablevision NY Group Class A common stock has one vote per share while holders of
Cablevision NY Group Class B common stock have ten votes per share. Cablevision NY Group Class B
stockholders have the right to elect 75% of the members of the Company's Board of Directors while the
Cablevision NY Group Class A stockholders are entitled to elect the remaining 25% of the Company's
board. In addition, Class B stockholders entered into an agreement which has the effect of causing the
voting power of these Class B stockholders to be cast as a block. The Company has never paid dividends
on its common stock (see Note 22 regarding the Dolan Family Group proposal). Certain of the
Company's senior and subordinated note indentures contain restrlctlons on the Company's ability to pay
dividends.

Cablevision and CSC Holdings may pay dividends on their capital stock only from surplus as determined
under Delaware law. If dividends are paid on the Cablevision NY Group common stock, holders of the
Cablevision NY Group Class A common stock and Cablevision NY Group Class B common stock are
entitled to receive dividends, and other distributions in cash, stock or property, equally on a per share
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basis, except that stock dividends with respect to Cablevision NY Group Class A common stock may be
paid only with shares of Cablevision NY Group Class A common stock and stock dividends with respect
to Cablevision NY Group Class B common stock may be paid only with shares of Cablevision NY Group
Class B common stock. Cablevision's and CSC Holdings' senior debentures and CSC Holdings' senior
subordinated debt instruments restrict the amount of dividends and distributions in respect of any shares
of capital stock that can be made. :

Shares Outstanding
CNYG Class A CNYG Class B

‘ ‘ Common Stock Common Stock
Balance at December 31,2004 .........cc..coconvmiriinnnnnnn. b, 221,986,022 65,817,742
Conversion of CNYG Class B common stock to CNYG Class A common :

SEOCK .. 1vivii it ettt ete s et et ceetetb et ettt r et b e b e e bRt et ae et ete s a et et te s ne s 1,657,478 (1,657,478)
Employee and non-employee director stock transactions...............cocoeeererrerennen 1,625,214 -
Balance at December 31, 2005 ...voiiii i 225,268,714 64,160,264
NOTE 2. ACCOUNTING RELATED INVESTIGATIONS

The improper expense recognition matter previously reported by the Company has been the subject of
investigations by the Securities and Exchange Commission and the U.S. Attorney's Office for the Eastern
District of New York. The Securities and Exchange Commission is continuing to investigate the
improper expense recognition matter and the Company's timing of recognition of launch support

marketing and other payments under affiliation agreements.

NOTE 3. TRANSACTIONS

2005 Transactions

Regional Programming Partners Restructuring

In April 2005, the Company and News Corporation restructured their ownership of Regional
Programming Partners. Prior to the April 2005 transaction, Regional Programming Partners was owned
60% by the Company and 40% by News Corporation. As a result of the restructuring, the Company now
owns 100% of Madison Square Garden, 100% of Fox Sports Net Chicago and 50% of Fox Sports Net
New England and therefore, no portion of the results of operations of these businesses is allocated to
minority interests after the acquisition. In connection with the restructuring, these businesses extended
the terms of their long-term affiliation agreements with National Sports Partners and their advertising
representation agreements with National Advertising Partners.

In connection with its December 2003 purchase of the interests that it did not own in Fox Sports Net
Chicago and Fox Sports Net Bay Area, subsidiaries of Regional Programming Partners issued promissory
notes in the aggregate amount of $150,000 to News Corporation. As part of the restructuring, those
promissory notes and accrued interest of $2,907 were contributed by News Corporation to Regional
Programming Partners for no additional consideration and were cancelled without any payment being
made on them.

National Sports Partners and National Advertising Partners were owned 50% by the Company and 50%

by News Corporation. As a result of the restructuring, the Company no longer owns any interest in
National Sports Partners, National Advertising Partners, Fox Sports Net Ohio or Fox Sports Net Florida.
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The Company and News Corporation continue to own 60% and 40%, respectively, of Fox Sports Net Bay
Area through a separate partnership. The Company continues to manage that network. In connection
with the restructuring, Fox Sports Net Bay Area extended the terms of its long-term affiliation agreement
with National Sports Partners and its advertising representation agreement with National Advertising
Partners. : ‘

The Company has accounted for this exchange in accordance with APB Opinion No. 29, Accounting for
- Nonmonetary Transactions and, accordingly, the Company recorded. the transaction with News
. Corporation at fair value at the date of the restructuring. The Company recorded a gain in discontinued
operations of $266,810, net of taxes, in connection with the transfer of the Company's interests in Fox
Sports Net Ohio and Fox Sports Net Florida. The Company recorded a gain in continuing operations of
$66,558 in connection with the transfer of National Sports Partners and National Advertising Partners. In
addition, the excess of the net book value of the assets acquired over the purchase price of approximately
$94,320 was allocated to specific assets and liabilities based on fair values as follows:

Useful Life
Land and development rights...........coccovnineiciinnend e Indefinite § 37573
Property and equipment, net............coccrnvrcninecns e e e 20 27.5 years 12,396
Amortizable intangible assets: .
ALTIHALE AZTEEMENES ...ovrvreceieiiiireieiie e reetinsae bbb bbbttt 4 years 17,951
Affiliation relationships ..ot 24 years 85,824
Advertiser relationShips ......c...ocoiiiiiiiiccc s -~ 7 years - 6,004
Season ticket holder relationships..........cocccnvirirriinni e 12 to 15 years 73,124
Suite holder contracts and relationships........... e e 3 to 11 years 21,167
Indefinite-lived intangible assets: .
TTAAEINATKS ....ovviieeiiiiicre sttt sttt st st e b ea e eab bbb et e b e ke et e bt e b et b e e eraers 53,880
SPOItS frANCHISES ....v.eeeeeiiicieee ittt bbbt 96,215
Excess costs over fair value of net assets acquired ... R (460,853)
Other assets and Habilties, NET .....ivooeciiiiirieiiiine et et et et see s e e e s besraesenevarsenas 9,399
UNTavorable CONTACES........cveiuiiieirieieieeeie sttt e e cetreetaes b ereesre b eeabe e bnesasrestae e e ebeesbeesbenereneis (47,000

Net step-down to historical Carrying values ..o e . $(94,320) ‘
The Regional Programming Partners restructuring transaction was substantially tax deferred.

The unaudited pro forma revenue, loss from continuing operations, net income (loss), loss per share from
continuing operations and net income (loss) per share of the Company, as if the Company's acquisition of
the interests in entities exchanged with News Corporation had occurred on January 1, 2005 and 2004, are
as follows:

Years Ended December 31,

2005 2004
REVEIIUES. ... oo eee e e ses s e e e e st e se s e se e ses e ee s eeeeseae e eeea s esreeeseeesone $5,175,911 $4,750,037
Loss from cONtiNUINgG OPErations .......ivoeeeereereinierrivcriinnnerie s senronsisnrcsesrennin. . $(130,788) $ (494,130)
Net NCOME (10SS).rrrmerrerereeesseesesesesesersesesserss e et $ 84,445 $ (700,623)
Basic and diluted loss per share from continuing operations...........ccceooeevivciinen, $  (046) § Q7

Basic and diluted net income (10s8) per share..........cccooccenicieiniiiiicnienas $ 0.30 § 244
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Agreements with EchoStar

In April 2005, subsidiaries of Cablevision and CSC Holdings entered into agreements with EchoStar
Communications Corporation ("EchoStar") relating to the launch and operation of the business of
Rainbow HD Holdings LLC, the Company's VOOM HD Networks high-definition television
programming service. This transaction closed in November 2005. Under those arrangements, EchoStar
was initially distributing a portion of the VOOM HD Networks programming service and, beginning in
2006, began carrying 15 of the channels (10 were available at December 31, 2005) included in the
programming service. In connection with the arrangements, EchoStar was issued a 20% interest in
Rainbow HD Holdings, .the Company's subsidiary owning the VOOM HD Networks, and that 20%
interest will not be diluted until $500,000 in cash has been invested in Rainbow HD Holdings' equity by
the Company.

Under the terms of the affiliation arrangements with EchoStar covering the VOOM HD Networks for a 15
year term, if Rainbow HD Holdings fails to spend $100,000 per year, up to a maximum of $500,000 in
the aggregate (which $100,000 annual amount may be reduced to no less than $38,000 per year, to the
extent that the number of offered channels is less than 21) on its service offerings, EchoStar may
terminate the affiliation agreement. The Company has the right to terminate the affiliation agreement if
the VOOM HD Networks are discontinued in the future.  The agreements resulted in a non-monetary
exchange whereby the Company provided EchoStar a 20% interest in Rainbow HD Holdings in exchange
for deferred carriage fees. Accordingly, the Company recorded deferred carriage fees for the fair value of
the 20% interest in Rainbow HD Holdings LLC surrendered of $18,101, which resulted in a gain on the
issuance of member's interest by a subsidiary of $10,397 (net of transaction costs of $295 and taxes of
$7.409). Since Rainbow HD Holdings LLC is a start-up company, the gain was recorded as an increase.
to paid-in capital.

2004 Transactions

DTV Norwich

In January 2004, Rainbow DBS Company, LLC, an indirect wholly-owned subsidiary of the Company,
invested $100 for a 49% interest in DTV Norwich, an entity that acquired licenses at auction from the
Federal Communications Commission ("FCC") to provide multichannel video distribution and data
service ("MVDDS") in 46 metropolitan areas in the United States. In connection with the equity
investment, the Company loaned DTV Norwich an additional $84,600 for the acquisition of these licenses

(the "DTV Norwich Transaction"). Under the terms of the promissory note with DTV Norwich, the loan
- was forgiven when the FCC granted the MVDDS licenses to DTV Norwich on July 27, 2004 and
September 23, 2004. .

Rainbow DBS also agreed to a put/call option with the other investor in DTV Norwich. Rainbow DBS
had a call option to purchase an additional 4]% membership interest in DTV Norwich at an exercise price
of $4,230. Rainbow DBS exercised its call option on October 29, 2004. Rainbow DBS received FCC
approval to acquire the 41% membership interest which gave Rainbow DBS control of this entity. The
other investor has the right, for ten years, to put its remaining 10% interest to Rainbow DBS at fair value
to be determined by a process involving independent valuation experts. ‘

Pursuant to FIN No. 46R, Consolidation of Variable Interest Entities, this entity was consolidated with
the Company as of the date of the transaction, January 2004, since it does not have sufficient equity to
demonstrate that it can finance its activities without additional subordinated financial support. The
acquired licenses were recorded as other intangible assets and were deemed to have indefinite lives.
Since this variable interest entity is not considered a business pursuant to FIN No. 46R, the excess of the
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fair value of the consideration paid and the newly consolidated non-controlling interest over the fair value
of the newly consolidated identifiable assets, of $7,436 net of taxes of $5,384, was recorded as an
extraordinary loss. In connection with the Company's decision in December 2004 to seek strategic
alternatives for the Rainbow DBS business, the Company reduced the carrying value of the acquired
licenses to their estimated fair value of $6,113 based on available MVDDS auction value information.

Northcoast Communications

In accordance with the provisions of FIN No. 46R, the assets and liabilities attributable to the Company's
49.9% interest in Northcoast Communications (a wireless personal communications business) were
consolidated and classified as assets and liabilities held for sale in the consolidated balance sheet as of
March 31, 2004. Northcoast Communications’ consolidated net assets consisted primarily of the net
assets of its Cleveland PCS subsidiary. Vendor financing for the Cleveland PCS business consisted of a
$75,000 credit facility at Cleveland PCS, LLC. This facility had no recourse to the Company or to
Northcoast Communications, other than pursuant to a pledge by Northcoast Communications of the stock
of Cleveland PCS and a guarantee of the payment by Northcoast Communications and the Company of
the FCC indebtedness of the Cleveland PCS subsidiary which held the Cleveland PCS license. In March
2004, Northcoast Communications agreed to sell its Cleveland PCS business to an unaffiliated entity.
The FCC indebtedness was fully repaid by Cleveland PCS in the second quarter of 2004. The sale of
Cleveland PCS was consummated in July 2004 and the obligations of Cleveland PCS under the vendor
financing were satisfied. The Company did not record any gain or loss in connection with the sale. The
net assets sold in the third quarter of 2004 consisted of the following;

Cash, receivables, inventory, prepaid and other assets..........ccoovrecvenenne ettt ner i 315,245
Property, equipment and PCS HCENSES .......c.vvivmrerrerimierieieiniiennsirsesnsiecnssee e JRTST OO 46,825
TOtAL @SSELS SOIA .. iiviiiiciiiie ettt et e b b et h e bbb saen e nrnta e $62,070
Accounts payable and acCTUEA EXPENSES ......cceerrviirrrirriensiasierieirestssseseieteasreires e s ststereeeseaebessesese e e s s esan. C 815,212
Other liabilities ............. et reeeeerere eaenataer ittt eae—te e e teaa iyt e i ———e it et treeaaarae A s aaettetes et he et seaeants e e rentretesanenean, 46,858
Total LHabilities SOLA ...eoviieireriiie e st ettt s a e e b es e b sbe st b er e srens $62,070

The Company's investment in Ndrthcoast Communications was zero at December 31, 2005 and 2004.

2003 Transactions

Purchase of interests in AMC, The Independent Film Channel and WE: Women's Entertainment

In July 2003, the Company repurchased Metro-Goldwyn-Mayer, Inc.'s ("MGM") 20% interest in each of
AMC, The Independent Film Channel ("IFC") and WE: Women's Entertainment for $500,000 and entered
into a film rights agreement relating to the MGM film library. The $500,000 purchase price consisted of
$250,000 in cash and a $250,000 note issued by Cablevision and maturing five months after closing,
payable in cash or, at Cablevision's election, shares of Cablevision NY Group Class A common stock.
The $250,000 note required monthly principal payments of $2,500 in cash prior to maturity. The
acquisition was accounted for as a purchase. The excess of the purchase price over the net book value of
the assets acquired of approximately $415,662 was allocated to the specific assets acquired as follows:
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Useful Life
Property and equipment............. et e - w5 years $ 4,994
Amortizable intangible assets o
Affiliation agreements............coeveenirneennens e sttt 10 years $327,934
Other INANZIBIES ...ttt et 10 years 74,248
_ ’ $402,182
Indefinite-lived intangible assets - .
Excess costs over fair value of net assets acquired .............oooveevveevvoeeeeeeieeeeenn, $ 8,486

Northcoast Communications -

In May 2003, Northcoast Communications completed its sale of spectrum licenses covering 50 U.S.
markets to Verizon Wireless for approximately $763,000 in cash. Of the proceeds, approximately
$51,000 was used by Northcoast Communications to retire debt. The remaining proceeds, after payment
of expenses, were distributed to the partners of Northcoast Communications, including the Company.
The Company's share of the proceeds was approximately $651,000. All of the funds were used by the
Company to repay bank debt under the Restricted Group credit facility.

Cablevision Electronics Investments, Inc.

In March 2003, the Corﬁpany transferred the stock of its wholly-owned subsidiary, Cablevision
Electronics Investments, Inc. to GBO Electronics Acquisition, LLC. As of December 31, 2003, the
Company recorded losses aggregating $8,382, net of taxes, in connection with this transaction.

Purchase of interests in Fox Sports Net Chicago and Fox Sports Net Bay Area

In January 2003, News Corporation exercised a put option relating to interests in Fox Sports Net Chicago
and Fox Sports Net Bay Area that News Corporation held outside of Regional Programming Partners.
Regional Programming Partners, which held a 50% interest in each of these businesses, was a 60%
owned subsidiary of Rainbow Media Holdings until April 2005 (see Regional Programming Partners
Restructuring discussion above). In March 2003, Rainbow Media Holdings and News Corporation
agreed on a $110,000 purchase price for News Corporation's 50% interest in Fox Sports Net Bay Area
and a $40,000 purchase price for News Corporation's 50% interest in Fox Sports Net Chicago, payable in
each case in the form of three-year promissory notes of a subsidiary of Regional Programming Partners,
bearing interest at the prime rate plus 1% and secured by Regional Programming Partners' 100% interest
in Fox Sports Net Bay Area. The transaction closed in December 2003 and the operating results of the
“acquired businesses have been consolidated with those of the Company as of the acquisition date. The
acquisition was-accounted for as a purchase. The excess of the purchase price over the net book value of
the assets acquired of approximately $77,259 was allocated to the specific assets acquired as follows:

Useful Life
Amortizable intangible assets :
ATTIHALON QZIEEMENTS. ....o.eciiiiriirececieii ettt e 10 years 847,544
Other intangibles ..., e 8-12 years 29,715

$77,259
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NOTE 4. RESTRUCTURING CHARGES

In December 2001, the Company recorded restructuring charges of $56,442 (including $13,720 for
discontinued operations) which included expenses of approximately $21,018 (including $9,403 for
discontinued operations) associated with the elimination of approximately 600 positions, primarily in
corporate, administrative and infrastructure functions across various business units of the Company, and
estimated expenses of approximately $35,424 (including $4,317 for discontinued operations) associated
with facility realignment and other related costs.

In 2002, the Company announced a new operating plan and restructuring which included the closing of 26
retail electronics store locations, the consolidation of customer service call centers, and the elimination of
certain staff positions. Additionally, the Company reached an agreement with its supplier of set top boxes
which reduced the Company's purchase commitments for set top boxes from $378,500 in 2002, $378,500
in 2003, and $567,750 in 2004 to a total remaining commitment of $87,500 in 2002 and nothing
thereafter and required the Company to make certain other cash payments aggregating $50,000 plus
interest on a portion of such amount with respect to, among other things, a license for certain software
(valued at $17,500 based on an independent appraisal). In connection with this plan, the Company
recorded restructuring charges of $85,965 (including $11,553 for discontinued operations) which included
$22,072 (including $3,642 for discontinued operations) associated with the elimination of approximately
3,000 positions, $31,393 (including $7,911 for discontinued operations) associated with facility
realignment and other related costs and $32,500 associated with the reduction in required digital set top
box commitments.

In 2003, the Company eliminated staff positions and incurred severance costs aggregating $6,111. In

. connection with the acquisition of News Corporations 50% interest- in Fox Sports Net Chicago in
December 2003, the Company consohdated a restructuring liability of $380 relating to facility
realignment costs.

During 2004 and 2005, the Company recorded restructuring charges aggregating $5,742 and $1, 128'
respectively, assoc1ated with the elimination of certain positions in various business- units of the

Company.

At December 31, 2005, the restructuring 11ab111ty of $9,364 was classified as a current liability in the
consolidated balance sheet.
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The following table summarizes the restructuring liability, net of related sublease amounts, at

December 31, 2005:
2001 Plan 2001 Plan 2002 Plan 2002 Plan 2003 Plan 2004 Plan 2005 Plan
Facility Facility
Realignment Realignment
Employee and Other Employee and Other Employee Employee Employee
Severance Costs Severance Costs Severance Severance Severance
Balance at

December 31, ]

2002 .o $1,214 $21,578 $5473 . $48,018 $ - $ - $ -
Additional

charges :

(credits) ........... (232) 4,833 1,224 (1,211) 6,111 - -
Payments............. (979) (7,199) (6,490) (7,184) (3,853) - -
Balance at

December 31,

2003 ....ocevee 3 19,212 207 39,623 2,258 - -
Additional

charges

(credits) ........... - (5,589) (68) (172) 238 5,742 -
Payments............. (€))] (7,242) (139) (9,218) (2,418) (4,409) -
Balance at

December 31, .

2004 ... - 6,381 - 30,233 78 1,333 -

Additional

charges
(credits)........ - (1,480) - (578) 234 263 1,128

Payments........ . - (3,114) - (28,857) (a) (312) (1,596) (1,105)
Balance at

December 31,

2005 ..., 3 - $1,787 $ - .3 798 3 - $ - $ 23

(@  In August 2005, the Company made a $25,000 payment to satisfy its required commitment with a supplier associated with

the 2002 restructuring plan.

The cumulative amount of restructuring charges incurred by the Company for contmumg operations for
each of the restructuring plans are as follows: .

2001 2002 2003 2004 2005
Plan _Plan Plan Plan Plan Total
Employee severance.......... $15,108 $19,586 $6,583 $6,005 $1,128 $48,410
Facility realignment and
other COStS ...vvvvvivrinnnnnne. 27,756 54,021 - - - 81,777
Cumulative restructuring ‘
charges incurred as of ‘
December 31, 2005......... $42,864 $73,607 $6,583 $6,005 $1,128 $130,187

I-25




CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (contlnued)
(Dollars in thousands, except per share amounts)

NOTES. -  IMPAIRMENT CHARGES

In connection with the Company's Board of Directors' decision in December 2004 to suspend pursuing
the spin-off of its Rainbow Media Enterprises subsidiary and instead to pursue strategic alternatives for its
Rainbow DBS business, the Company performed a review of its assets for recoverability. The Company
recorded an impairment charge of $90,540 included in depreciation and amortization expense relating to
long-lived assets and other indefinite-lived intangible assets and a charge of $75,805 included in technical
and operating expenses representing the write down of certain film and programming contracts of the
VOOM HD Networks within the Rainbow segment. In addition, the Company recorded an impairment
charge of $155,415 reflecting the excess of the carrying value over the estimated fair value of long-term
assets and goodwill and other indefinite-lived intangible assets and a charge of $33,052 representing the
write-off of equipment inventory and deposits which have been recorded in discontinued operations. The
impairment charges related to film and programming contracts, equipment inventory and deposits are
based on net realizable value and the impairment charges related to goodwill, intangible and long-lived
assets are based on estimates of fair value, certam of which are subject to change upon final disposition of
those assets.

The Company recorded impairment charges of $2,394, included in depreciation and amortization, relating
to certain other long-lived assets deemed impaired within its theater operations and Rainbow segment in
2004.

During 2005, the Company recorded impairment charges of approximately $8,258, included in
depreciation and amortization, primarily for certain long-lived assets and intangibles within its Rainbow
segment and theater operations.

We periodically review the programming usefulness of our feature film inventory based on a series of
factors, including ratings, type and quality of program material, standards and practices, and fitness for
exhibition based on the programming of the individual programming service. If we determine that
substantially all of the films in a film license agreement have no future programming usefulness and will
no longer be exploited, we record a write-off for the portion of the unamortized cost of the film license
agreement that was attributed to those films.

As part of its periodic review of expected programming usefulness, the Company recorded an impairment
loss of $663, $297 and $17,900 in 2005, 2004 and 2003, respectively. Such amounts represent the write-
off of the carrying value of certain film and programming contracts of the Company's Rainbow segment
and are included in technical and operating expense.
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NOTE 6. DISCONTINUED OPERATIONS AND ASSETS AND LIABILITIES HELD FOR
SALE ‘ Lo

The operating results of Fox Sports Net Ohio, Fox Sports Net Florida (in connection with the Regional
Programming Partners restructuring) and the Rainbow DBS satellite distribution business (in connection
with the Board of Directors' authorization to shut down the business), net of taxes, have been classified in
the consolidated statements of operations as discontinued operations for all periods presented.
Discontinued operations also includes the operating results and gain (loss) on the transfer of the retail
electronics stores in March 2003. Operating results of discontinued operations for the years ended
December 31, 2005, 2004 and 2003 are summarized below:

Year Ended December 31, 2005
Fox Sports Net Rainbow DBS

Ohio and Fox Satellite
Sports Net Distribution
Florida Business Other Total

REVENUES, TEL ...vovivvrerrrereeenieieveierevesenes $ 40,018 $ 8,776 $ - $ 48,794
Income (loss) before income taxes......... $466,460 $(102,983) $ 4,405 $ 367,882
Income tax benefit (expense) ................ {192,998) 42,151 (1,802) (152,649)
Net income (loss) including gain on

restructuring of Regional

Programming Partners of $266,810,

and other gain of $2,618, net of

EAXES 1.vvveerreiereeeseererr et $273,462 $ (60,832) $2,603 $215233

For the year ended December 31, 2005, the Company recorded a gain, net of taxes, of approximately
$2,521, primarily representing the transfer of the Company's ownership interest in a subsidiary of PVI to
PVI's minority partner for the minority partner's remaining ownership interest in PVI. In addition, the
Company recorded a gain, net of taxes, of approximately $97 for the year ended December 31, 2005 that
related primarily to a reduction of health and welfare expenses in connection with the transfer of the retail
electronics business. ’

Year Ended December 3 1, 2004
Fox Sports Net Rainbow DBS

Ohio and Fox Satellite
Sports Net Distribution
. Florida Business Other Total
REVENUES, N vvvrrvreeeererererereseeeeeesreee. $168,085 $ 14,742 $ - $ 182,827
Income (loss) before income taxes......... $ 39,054 $(375,345) $(6,954) $(343,245)
Income tax benefit (expense) ................. (16,130) 155,018 5,300 144,188
Net income (1088) cvoveeverveeeecnnnee - $ 22,924 $(220,327) $(1,654) $(199,057)

For the year ended December 31, 2004, the Company recorded losses, net of taxes, of approximately
$1,092, representing the finalization of film asset adjustments that relate to the sale of the Bravo
programming business. In addition, the Company recorded losses, net of taxes, of approximately $562
for the year ended December 31, 2004 that related primarily to estimated legal and payroll tax settlements
in connection with the transfer of the retail electronics business.
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Year Ended December 31, 2003

Fox Sports Net
Ohio and Fox Rainbow DBS

Sports Net Distribution Retail
Florida Business Electronics Total

REVENUES, NEL...oiviviiiieceeireireirineeioeas $153,939 $ - $ 30,842 $184,781
Income (loss) before income taxes......... $ 31,472 $(45,874) $(19,468) $(33,870)
Income tax benefit (expense) ................. (13,219) 19,268 5,345 11,394
Net income (loss) including loss on

the transfer of the retail electronics

business of $8,382, net of taxes .......... $ 18,253 $(26,606) $(14,123) $(22,476)

Rainbow DBS

In April 2005, the operations of the Rainbow DBS satellite distribution business were shut down. In
connection with the shut down, certain assets of the business, including the Rainbow 1 direct broadcast
satellite and certain other related assets were sold to a subsidiary of EchoStar for $200,000 in cash. This
transaction closed in November 2005. In addition, Rainbow DBS had FCC licenses to construct, launch
and operate five fixed service, Ka-band satellites and had entered into a contract in November 2004 for
the construction by Lockheed Martin of these five Ka-band satellites at a cost of $740,000. Rainbow
DBS had the right to terminate the contract at any time, subject to certain maximum termination
liabilities. Rainbow DBS exercised this right on November 21, 2005, and the amount paid to Lockheed
Martin in excess of the estimated termination liability is 1ncluded as a recelvable on the Company's
consolidated balance sheet at December 31, 2005.

The Company has incurred significant costs relating to early termination of various contracts, other
contractual obligations, employee termination benefits and other costs in connection with the shut down
of the Rainbow DBS satellite distribution business. These costs, a portion of which is expected to be
recognized subsequent to December 31, 2005, are currently estimated to range from $44,400 to $101,400.
In September 2005, Loral Space and Communications Holding Corporation ("Loral") filed an action for
breach of its agreement with Rainbow DBS alleging that the sale of the Rainbow 1 satellite and related
assets to EchoStar would trigger a Make Whole Payment of $33,000 plus interest, or approximately
$47,100 as of December 31, 2005. The Company believes that it has substantial defenses to Loral's claim
and is contesting the lawsuit vigorously. Accordingly, no provision has been made for such Make Whole
Payment in the accompanying consolidated financial statements, and the estimated low range of the
shutdown costs has decreased by approximately $44,600 from the September 30, 2005 estimate of
$89,000, related primarily to such Make Whole Payment. The Company recognized costs of
approximately $44,400 relating to the shutdown, of which $43,200 have been paid and $1,200 are
included in current liabilities in the Company's consolidated balance sheet at December 31, 2005. The
Company does not expect the shutdown costs to have a material impact on its liquidity position. Such
costs have been and should be more than offset by the proceeds received in November 2005 from the sale
of the Rainbow 1 direct broadcast satellite to EchoStar for $200,000.
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Certain assets of the Rainbow DBS satellite distribution business, previously included in the Rainbow
DBS segment, have been classified as assets held for sale in the consolidated balance sheets of the
Company. These assets relate to the direct broadcast satellite television business of Rainbow DBS. The
assets associated with the VOOM HD Networks are included in the Company's Rainbow segment. The
Rainbow DBS assets held for sale consist of the following:

December 31, December 31,
2005 2004
Satellite and related ASSELS ......ocviviiviiieie it $ - $198,549
Equipment and Other asSets .........coeverieiieinennceinecnsere e 7,557 19,637

Total assets BEld fOr SALE......c.ovviriiiiiieiee ettt sae e sre e e $7,557 $218,186

Fox Spdrts Net Ohio and Fox Sports Net Florida

As a result of the Regional Programming Partners restructuring in April 2005 discussed above in Note 3,
the assets and liabilities attributable to Fox Sports Net Ohio and Fox Sports Net Florida, previously
included in the Rainbow segment, have been classified in the consolidated balance sheet as of
December 31, 2004 as assets and liabilities held for sale and consist of the following:

December 31, 2004

Cash and'cash equivalents ........c.ccococovrvernninincnceennnnn, ettt e e en bbb $ 95,337
Accounts receivable, prepaid and other current assets ..., 29,361
Property and equipment, net and other 10ng-term assets ........cocooveviriiiiiinii e, 8,153
INtanGIbLe ASSELS, MET.....vuvevirerereriireiriinrire st b et b r e e 85,815
Total asSEts NEld O SALE....c.viiiiiiiiiiie ettt ettt et et b et s et sae e eee et $218,666
Accounts payable and acCrued EXPEISES ......ciocivriecinirierriii e, § 6479
Other current HabIlES .. ...c.ccoiririeerrie ettt 989
Total liabilitieS Beld fOr SALE ....oovoviviee et sr e, $ 7,468

NOTE 7. PROPERTY, PLANT AND EQUIPMENT

Costs incurred in the construction of the Company's cable television system, including line extensions to,
and rebuild of, the Company's hybrid fiber-coaxial infrastructure and costs incurred in the construction of
the Company's headend facilities are capitalized. These costs consist of materials, subcontractor labor,
direct consulting fees, and internal labor and related costs associated with the construction activities. The
internal costs that are capitalized consist of salaries and benefits of Company employees and the portion
of facility costs, including rent, taxes, insurance and utilities, that supports the construction activities.
These costs are depreciated over 12 years based on the estimated life of the plant, and headend facilities
are depreciated over the estimated life of the specific component, ranging from 4 years for certain
electronics to 15 years for tower sites. Costs of operating the plant and the technical facilities, including
repairs and maintenance and call completion fees, are expensed as incurred.

Costs incurred to connect businesses.or residences that have not been previously connected to the
infrastructure or digital platform are also capitalized. These costs include materials, subcontractor labor,
internal labor to connect, provision and provide on-site and remote technical assistance and other related
costs associated with the connection activities. In addition, on-site and remote technical assistance during
the provisioning process for new digital product offerings are capitalized. The departmental activities
supporting the connection process are tracked through specific metrics, and the portion of departmental
costs that is capitalized is determined through a time weighted activity allocation of costs incurred based
on time studies used to estimate the average time spent on each activity. New connections are amortized
over 5 years or 12 years for residence wiring and feeder cable to the home, respectively. The portion of
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departmental costs related to reconnection, programming service up- and down- grade, repair and
maintenance, and disconnection activities are expensed as incurred.

Property, plant and equipment (including c‘apital leases) consist of the following assets, which are
depreciated or amortized primarily on a straight-line basis over the estimated useful lives shown below:

December 31, Estimated
2005 2004 Useful Lives
CUStOMET EGUIPITIENT ......vvvvveviireeeeiesis et se e nanas $1,359,758 $1,145,462 3 to 8 years
Headends and related equipment.........ccooevevviiiiiiiniinecncas 578,543 521,698 4 to 15 years
Central office €qUIPMENT ........ovvecvcerrreriernrrieereenceeceenesan, 360,054 364,122 5 to 10 years
TN TASHIUCKULE oottt ettt b e re e ae e s 4,391,527 4,199,018 3 to 12 years
Program, service and data processing equipment..................... 1,201,999 1,117,175 2 to 16 years
Microwave eqUIPIIENE ......cocoovvviriiiriiieiieieee i, 35,139 31,705 2 to 10 years
Construction in progress (including materials and supplies)... 63,157 51,494 -
Furniture and fiXIUIES ......c.ocevvvrerereniererriiniereeernecnieensie e, 200,713 . 158914 3 to 10 years
Transportation eqUIPMENt........c...cooievriviriiiviiieieee e, 217,604 214,497 3 to 15 years
Buildings and building improvements..............coocoeivviviienenenn, 358,140 347,417 10 to 40 years
Leasehold improvements.........cocevrvcviiiienisimncerns i, 516,452 496,223 Term of lease
Land...ooe e ettt 79,985 42,416 -
9,363,071 8,690,141
Less accumulated depreciation and amortization .................... 5,494,994 4,676,327

$3,868,077 $4,013,814

Depreciation expense for the years ended December 31, 2005, 2004 and 2003 amounted to $981,087,
$966,291 and $970,377 (including impairments of $2,734 and $14,437 in 2005 and 2004), respectively.

At December 31, 2005 and 2004, the gross amount of equipment and related accumulated amortization
recorded under capital leases were as follows:

December 31,

2005 2004
BQUIPIIEIIE 1ovivi ettt st et en etk b $113,766 $128,236
Less accumulated amoOrtiZation..........vorecriirinieniine e eee e st sre s 67,443 64,829

$ 46,323 $ 63,407
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NOTE 8. INTANGIBLE ASSETS

The following table summarizes information relating to the Company's acqﬁired intangible assets at
December 31, 2005 and 2004; | :

December 31, Estimated
2005 - 2004 Useful Lives
Gross carrying amount of amortizable intangible assets
Affiliation relationships and affiliate agreements ................ $ 782,367 $ 729,093 4 to 24 years
Broadcast rights and other agreements...........c.cocooiiinil 86,748 104,400 10 to 11 years
Season ticket holder relationships.........c.coeevreeverencrerinnnnn, 75,005 1,881 10 to 15 years
Suite holder contracts and relationships..........c.cccoeeeevinnnne, 21,167 - 3 to 11 years
Advertiser relationships ..., 104,071 99,483 7 to 10 years
Other intangibles.......oovvcireevciiiiicnee, 87,400 110,708 3 to 25 years
1,156,758 1,045,565
Accumulated amortization _ :
Affiliation relationships and affiliate agreements................ 305,677 294,493
Broadcast rights and other agreements...................... TR 44,075 53,882
Season ticket holder relationships.......c.coocevvineinnennnnenns - 4,576 442
Suite holder contracts and relationships..........ccoovveveiineennnen. 2,491 i -
Advertiser relationships ........ccccocovrieevnininiiinnn, SO 31,315 21,282
Other Intangibles........ccvvcnrerrininininsivinii e, 29,810 28,693
417,944 398,792
Indefinite-lived intangible assets
FranchiSes ....ooovoveeeeeeeevereireeeeeesnsd et eee e reraens e 731,848 731,848
Sports franchiSes .......cococvvene i, 96,215 T
FCC licenses and other intangibles.......cccoovvvivininiinncne, 19,076 7,278
Trademarks ........coceeveiiiiiieec e s erere e e s 53,880 . -
Excess costs over the fair value of net assets acquired........ 996,338 1,446,294
1,897,357 2,185,420
Total intangible aSSets, NEL.......ccovevcrvrvrcercrrincreorcrnririninn, $2,636,171 $2,832,193

Aggregate amortization expense
Years ended December 31, 2005 and 2004 (excluding
impairment charges of $5,524 and $78,497, : »
FESPECHIVELY) .. ivveerre it § 97,693 $ 93,152

Estimated amortization expense

Year ending December 31, 2006 ......cc.ccoveimrincnnncnninecinenn: - $ 94,441
Year ending December 31, 2007 ....cccoooeininerieinncninoriicennn. 92,983
Year ending December 31, 2008 ..., 90,540
Year ending December 31, 2009 ........ccoocivieivniinniiiiiencnn, 84,070
Year ending December 31, 2010 ..., 80,924
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The changes in the carrying amount of excess costs over the fair value of net assets acquired for the years
ended December 31, 2005 and 2004 are as follows:

Tele- Total
communications MSG Rainbow Other Company

Balance as of December 31,

2004 ..o oo $206,971 $1,152,131 $73,634 $13,558 $1,446,294
Adjustments recorded in

connection with the

Regional Programming

Partners restructuring.... - (460,853) 14,026 - (446,827)
Reclassification asa

result of the Regional

Programming Partners

restruCturing.......cocveveee - 32,755 (32,755) - -
Impairment loss................ - ‘ - (4,963) - (4,963)
Other .....oovvvevivveenne, A : - - 935 899 : 1,834
Balance as of December 31,
2005 oo $206,971 $ 724,033 $ 50,877 $14,457 $ 996,338

See Note 3 for a discussion of changes to acquired intangible assets primarily as a result of the Regional
Programming Partners restructuring. :

NOTE 9. DEBT
Bank Debt

Restricted Group

As of December 31, 2005, CSC Holdings, Inc. (a wholly-owned subsidiary of Cablevision) had a
$2,400,000 revolving credit facility (the "Credit Agreement") with a group of banks which was due to
mature on June 30, 2006. The facility was guaranteed by certain subsidiaries of CSC Holdings, primarily
its cable television operating subsidiaries and its commercial telephone subsidiary ("Restricted Group”).
The total amount of bank debt outstanding under the Restricted Group credit facility at December 31,
2005 and 2004 was $1,256,000 and $1,889,000, respectively. As of December 31, 2005, approximately
$45,436 was restricted for certain letters of credit issued on behalf of CSC Holdings, Inc. Interest on
outstanding amounts was to be paid, at the option of the Company, based on the prime rate or .a
Eurodollar rate plus a margin which varies based on the Restricted Group's leverage ratio (as defined in
the Credit Agreement).

Undrawn funds under the Credit Agreement amounted to approximately $1,098,564 at December 31,
2005. The Credit Agreement contains certain financial covenants that may limit the Restricted Group's
ability to utilize all of the undrawn funds thereunder. The Credit Agreement contains various restrictive
covenants, among which are the maintenance of various financial ratios, limitations on additional
indebtedness and limitations on certain payments, including preferred dividends and dividends on its
common stock. In January 2005, the Company amended the debt to cash flow ratio permitted under the
Credit Agreement. The amended covenant is 6.25 times through June 30, 2005, 5.75 times through
December 31, 2005 and 5.50 times thereafter through June 30, 2006. ‘

The weighted average interest rate on all bank borrowings under the Credit Agreement was 5.52% and
3.73% on December 31, 2005 and 2004, respectively. The Company is also obligated to pay fees ranging

132




CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

from 0.375% to 0.75% per annum on the unused loan commitment and from 0.875% to 2.50% per annum
on letters of credit issued under the Credit Agreement.

On February 24, 2006, CSC Holdings, Inc. entered into a replacement bank facility ("New Restricted
Group Credit Facility") which was used to refinance its existing Credit Agreement (see Note 23).
Accordingly, $1,253,440 of the outstanding balance of $1,256,000 under the existing Credit Facility was
classified as long-term bank debt in the accompanying balance sheet at December 31, 2005.

Rainbow National Services‘

In August 2004, Rainbow National Services LLC ("RNS"), an indirect wholly-owned subsidiary of
Rainbow Media Holdings, which owns the common equity interests in the Company's three national
programming services - AMC, WE and IFC, entered into a $950,000 senior secured credit facility
(350,000 of which is a revolving credit facility maturing September 30, 2011 and $600,000 of which is a
term loan facility maturing March 31, 2012). The RNS credit facility is secured by the assets and stock of
AMC, WE and IFC and guaranteed by AMC, WE and IFC, Rainbow Programming Holdings, RNS's
direct parent, a wholly-owned indirect subsidiary of Rainbow Media Holdings, and all other direct and
indirect subsidiaries of RNS.

The term loan requires quarterly amortization payments of 0.25% ($1,500) beginning June 30, 2005
through March 31, 2011 and 23.50% (8141,000) of the original outstanding balance for each quarter

. ending June 30, 2011 through March 31, 2012, its maturity date. The revolving credit facility will be
reduced quarterly commencing December 31, 2009 and through September 30, 2010, by $35,000, and for
each quarter ending December 31, 2010 through September 30, 2011 by $52,500. Outstanding
borrowings under the term loan were $595,500 as of December 31, 2005, resulting in undrawn revolver
commitments of $350,000. -

Borrowings under the revolving credit facility bear interest at LIBOR plus a margin based upon the
leverage ratio. Amounts outstanding under the term loan bear interest at LIBOR plus 2.75%. The
weighted average interest rate under the term loan was 7.19% and 5.19% at December 31, 2005 and 2004,
respectively. Financial covenants include (i) a maximum total leverage ratio of total debt to annualized
cash flow (as defined) of 6.75 times, through December 31, 2006 with periodic reductions thereafter to
5.00 times as of January 1, 2010, (il) a maximum senior leverage ratio of senior debt (as defined) to
annualized cash flow of 4.75 times, with periodic reductions thereafter to 3.50 times as of January 1,
2009, and (iii) minimum ratios for cash flow to interest expense of 1.75 times and cash flow to debt
service of 1.25 times through December 31, 2006 and 1.50 times thereafter (all as defined in the credit
agreement). - Additional covenants for RNS include restrictions on distributions, investments, additional
indebtedness, and liens. Permitted investments and distributions for RNS include up to $200,000
annually, with a cumulative limit of $800,000 for general discretionary purposes; and subject to having a
maximum ratio of total debt to annualized cash flow of 5.0 times, distributions of up to $300,000 from the
proceeds of permitted future debt offerings.

The Company is also obligated to pay fees of 0.5% per annum on the undrawn revolver commitment
which is recorded as interest expense. :

Rainbow Media Holdings

In December 2003, Rainbow Media Holdings, a wholly-owned subsidiary of CSC Holdings entered into
an $823,000 credit facility consisting of a $200,000 revolving credit facility and a $623,000 term loan,
maturing on March 31, 2008 and March 31, 2009, respectively.
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Loans under the Rainbow Media Holdings credit facility bore interest at the Eurodollar rate plus a margin
based upon Rainbow Media Holdings' leverage ratio.

In August 2004, RNS distributed approximately $704,900 to Rainbow Media Holdings which it used to
repay all outstanding amounts under its credit facility and collateralized outstanding letters of credit.
Such proceeds were obtained through the issuance of bank debt and the issuance of senior and senior
subordinated notes by RNS. The Company wrote off approximately $12,694 of unamortized deferred
financing costs in connection with the termination of the credit facility in 2004.

Madison Square Garden

Madison Square Garden, L.P., a wholly-owned indirect subsidiary of Rainbow Media Holdings, had a
$500,000 revolving credit facility with a group of banks which was to mature on December 31, 2004.
MSG had pledged substantially all of its assets as collateral under the credit facility. Loans under the
MSG credit facility bore interest at either prime rate or a Eurodollar rate plus a margin based upon MSG's
consolidated leverage ratio. At December 31, 2003, loans outstanding amounted to $110,000, and bore
interest at a weighted average rate of 1.93%. In March 2004, borrowings under the credit facility were
repaid in full and the credit facility was terminated with proceeds from a $146,000 equity contribution
from its direct parent, Regional Programming Partners. The Company wrote off approximately $1,187 of
unamortized deferred financing costs in connection with the termination of the MSG credit facility.

Senior Notes and Debentures

The foliowing table summarizes the Company's senior notes and debentures:

Carrying Amount at
Date Maturity Face December 31,
Issuer Issued Date Rate Amount 2005 2004
Cablevision (@) April 2004 April 2009 Floating $ 500,000 $ 500,000 $ 500,000
Cablevision (®) April 2004 April 2012 8.00% 1,000,000 1,000,000 1,000,000
CSC Holdings ® (&) April 2004 April 2012 6.75% 500,000 500,000 500,000
CSC Holdings @ . July 1999 July 2009 8:125% - 500,000 499,191 498,958
CSC Holdings @ July 1998 July 2008 7.25% 500,000 500,000 500,000
CSC Holdings @ July 1998 July 2018 7.625% 500,000 499,689 499,664
CSC Holdings @ February 1998  February 2018  7.875% 300,000 297918 297,746
CSC Holdings ® December 1997  December 2007  7.875% 500,000 - 499,896 499,844
CSC Holdings ® August 1997 Angust 2009 8.125% 400,000 399,544 399,420
CSC Holdings (@ March 2001 April 2011 7.625% 1,000,000 998,315 997,994
RNS © August 2004  September 2012 8.75% 300,000 298,207 297,938

~ $6,000,000 $5,992,760 $5,991,564

(a) These notes are not redeemable by the Company prior to maturity.

(b)  The Company may redeem some or all of the notes at any time at a make-whole redemption price calculated by reference
to market interest rates for comparable maturity treasury notes plus a spread.

©) The senior notes are redeemable, in whole or in part, at a redemption price equal to 104.375% of face value at any time on
or after September 1, 2008, 102.188% of face value on or after September 1, 2009, and 100% of face value on or after
September 1, 2010. In addition, the Company may redeem up to 35% of the senior notes before September 1, 2007 at a
redemption price of 108.75% of the principal amounts, with the net cash proceeds from specified equity offerings (as
defined under the terms of the indentures) provided that at least 65% of the aggregate principal amount of the notes
remains outstanding immediately subsequent to the redemption.

(@) These notes have not been exchanged as required by the purchase agreement under which the notes were sold and
consequently, the interest rate has increased from 6.75% to 7.25% until the exchange is accomphshed Upon exchange,
the interest rate would revert to 6.75%.
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The indentures under which the senior notes and debentures were issued contain various covenants, which
are generally less restrictive than those contained in the credit agreement of the issuer.

Senior Subordina_ted Notes and Debentures .

The following table summarizes the Company's senior subordinated notes and debentures:

Carrying Amount at

Principal December 31, . Redemption (b)
Amount 2005 © 2004 - Date Price

RNS ‘ ‘
10-3/8% Senior Subordinated - ' September 1, 2009 105.188%

Notes due 2014, : September 1, 2010 103.458%

issued August 2004 (@), ....... $ 500,000 $496,621 ~ $496,231 September 1,2011  101.729%
CSC Holdings ’ , © May 15,2006 105.250%
10-1/2% Senior Subordinated May 15, 2007 103.938%

Debentures due 2016, ‘ May 15, 2008 102.625%

issued May 1996.................. 250,000 250,000 250,000 May 15, 2009 101.313%
CSC Holdings
9-7/8% Senior Subordinated

Debentures due 2013,

issued February 1993 .......... 200,000 - - (©)
CSC Holdings
9-7/8% Senior Subordinated

Debentures due 2023, i _

issued April 1993 ................ 150,000 - - (c)

$1,100,000 $746,621 $746,231

(a)  These notes were discounted $3,915 upon original issuance. The Company may redeem up to 35% of the

(b)

(©)

senior subordinated notes before September 1, 2007 at a redemption price of 110.375% of the principal
amounts, with the net cash proceeds from specified equity offerings (as defined under the terms of the
indenture) provided that at least 65% of the aggregate principal amount of the notes remains outstanding
immediately subsequent to the redemption. ’

The notes/debentures are redeemable, at the Company's option, in whole or in part, on the redemption dates
listed at the respective percentage of the principal amount and one year after the last date above at 100% of
the aggregate principal amount, in each case together with accrued interest to the redemption date.

In May 2004, the Company redeemed these senior subordinated debentures. In connection with these
redemptions, the Company recognized a loss of $14,325 representing primarily the redemption premiums
paid. '

The indentures under which the senior subordinated notes and debentures were issued contain various
covenants, which are generally less restrictive than those contained in the credit agreement of the issuer.

Debt Covenant Compliance

The Company. completed a comprehensive debt covenant compliance review that it announced on
December 19, 2005. The review identified certain technical covenant compliance issues under the Credit
Agreement and under the RNS credit facility. The Company received waivers from the lenders under
these agreements and certain technical and clarifying amendments have been made to the RNS credit
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facility agreement. The covenant compliance issues under the Credit Agreement necessitated certain
waivers under the Company's agreements covering its monetizations and interest rate swaps, all of which
have been obtained. No fees were paid to the lenders and counterparties in connection with these waivers
and amendments. The Company and its subsidiaries were in compliance with all of their debt agreements
and instruments at December 31, 2005.

Summary of Five Year Debt Maturities

Total amounts payable by the Company and its subsidiaries under its various debt obligations outstanding
as of December 31, 2005, including collateralized indebtedness (see Note 10) and capital leases, during
the five years subsequent to December 31,2005, are as follows:

Years Ending December 31, ‘
2006 ..ottt bRt ekt e b s e st R e s aet s esenp et eate b ebe At asbeeteere e Ere st et benrereenr e earas $ 900,057

2007 oot e s e 676,894
2008 ..o ecrerersnesensense s e 818,849
200D ..o e e 1,661,860
2010 e O 261,860

The $1,256,000 of outstanding bank debt as of December 31, 2005 has been reflected in the table above
under the payment requirements of the New Restricted Group Credit Facility entered into on February 24,
2006 (see Note 23). '

NOTE 10. COLLATERALIZED INDEBTEDNESS AND DERIVATIVES

To manage interest rate risk, the Company has from time to time entered into interest rate swap contracts
to adjust the proportion of total debt that is subject to variable and fixed interest rates. Such contracts fix
the borrowing rates on floating rate debt to provide an economic hedge against the risk of rising rates
and/or convert fixed rate borrowings to variable rates to provide an economic hedge against the risk of
higher borrowing costs in a declining interest rate environment. At December 31, 2005 and 2004, the
Company was a party to interest rate swap agreements to pay floating rates of interest with a total notional
value of $450,000 and a fair value of approximately $10,541, and $4,051, a net liability position,
respectively. These agreements have not been designated as hedges for accounting purposes.

In addition, the Company has entered into prepaid interest rate swap agreements in connection with its
monetization of certain of its stock holdings, discussed below. These contracts require the Company to
pay a floating rate of interest in exchange for fixed rate interest payments, the net present value of which
was paid to the Company at the contract's inception. As of December 31, 2005 and 2004, the total
notional value of such contracts was $613,960 and $1,115,045, respectively and the fair values of such
contracts were $26,881 and $47,314, respectively, in a net liability position. These agreements have not
been designated as hedges for accounting purposes.

The changes in the fair value of the Company's swap agreements and the net realized gains (losses) as a
result of net cash interest income (expense) for the years ended December 31, 2005, 2004 and 2003
aggregating approximately $(16,497), $(656) and $10,420, respectively, are reflected in gain (loss) on
derivative contracts in the accompanying consolidated statements of operations.

The Company has also entered into various transactions to provide an economic hedge against equity
price risk on certain of its stock holdings. The Company had monetized all of its stock holdings in
Charter- Communications, Inc., Adelphia Communications Corporation, AT&T, AT&T Wireless,
Comcast Corporation, General Electric Company and Leapfrog Enterprises, Inc. through the execution of
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prepaid forward contracts, collateralized by an equivalent amount of the respective underlying stock. The
contracts set a floor and cap on the Company's participation in the changes in the underlying stock prices
and at maturity are expected to offset declines in the fair values of the underlying stock below the hedge
price per share, while allowing the Company to retain upside appreciation from the hedge price per share

“to. the cap price. At maturity, the contracts provide for the option to deliver cash or shares of AT&T,
Comcast, Charter Communications, Adelphia Communications, General Electric or Leapfrog stock (as
the case may be) with a value determined by reference to the applicable stock price at maturity.

The Company received cash proceeds upon execution of the prepaid forward contracts discussed above
which has been reflected as collateralized indebtedness in the accompanying consolidated balance sheets.
In addition, the Company separately accounts for the equity derivative component of the prepaid forward
contracts. These equity derivatives have not been designated as hedges for accounting purposes.
Therefore, the fair values of the equity derivatives of $296,017 and $371,856, at December 31, 2005 and
2004, respectively, have been reflected in the accompanying consolidated balance sheets and the net
increases (decreases) in the fair value of the equity derivative component of the prepaid forward contracts
of $135,677, $(132,940) and $(180,125), as of December 31, 2005, 2004 and 2003, respectively, are
included in gain (loss) on derivative contracts in the accompanying consolidated statements of operations.
For the years ended December 31, 2005, 2004 and 2003, the Company recorded a gain (loss) on
investments of $(135,082), $135,649 and $231,836 respectively, representing the net increases or
decreases in the fair values of all investment securities pledged as collateral for the period.

The following table summarizes the settlement of the Company's collateralized indebtedness for the year
ended December 31, 2005. The Company's collateralized indebtedness obligations relating to AT&T
Wireless, Charter, Adelphia and AT&T shares were settled by delivering the underlying securities and
proceeds from the related equity derivative contracts. The Company's collateralized indebtedness
obligations relating to Comcast shares were settled by delivering the cash equal to the market value of the
Comcast shares and proceeds from the related equity derivative contracts. The cash was obtained from
the proceeds of new monetization contracts covering an equivalent number of Comcast shares, and, in
certain cases, proceeds from a prepaid interest rate swap executed in conjunction with the equity
derivative contract. The terms of the new contracts are similar in all material respects to the contracts that
had matured and allow the Company to retain upside participation in the Comcast shares up to the
contract's upside appreciation limit with downside exposure limited below the hedge price.
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AT&T
Adelphia . Wireless Charter AT&T Comcast Total
Number of shares...... 1,010,000 7,243,166 1,862,229 4,183,455 7,159,206
Collateralized .

indebtedness.......... $ (39,935) $(116,544) $ (42,676) $(165,036) $(266,227) $(630,418)
Prepaid forward ,

contracts................ 39,834 - 8,897 39,678 79,502 43,604 211,515
Underlying '

Securities ............... 101 - 2,998 85,534 - 88,633
Restricted cash.......... - 108,647 - - - 108,647
Net cash receipt ‘ .

(payment).............. $ - $ 1,000 $ - $ - $(222,623) $(221,623)
Proceeds from new

monetization

CONtTactS..eevvenennn, 8 - $ - $ - $ - $ 209,973 $209,973

Proceeds from
prepaid interest .
rate swap contract . - - - 6,462 6,462
$ - $ - $ - $ - $ 216,435 $216,435

At December 31, 2005, the Company had collateralized indebtedness obligations of $857,774 that mature
during the next twelve months. The Company intends to settle such obligations by either delivering
shares of the applicable stock and proceeds of the equity derivative contracts or delivering cash from the
proceeds of a new monetization transaction. In the event of an early termination of any of these contracts,
the Company would be obligated to repay the fair value of the collateralized indebtedness less the sum of
the fair values of the underlying stock and equity collar, calculated at the termination date. As of
December 31, 2005, this settlement amount totaled approximately $16,300, which excludes the General
Electric monetization which would be favorable.

In October 2004, the Company received $213,647 in cash in exchange for all 14.2 million shares it owned
of AT&T Wireless common stock, representing the $15 share price paid in consideration of the merger
between AT&T Wireless and Cingular Wireless LLC. The shares and resultant cash exchanged for such
shares had previously been pledged in support of the repayment of the collateralized debt. As a result of
that exchange, the Company's prepaid forward contracts relating to its shares of AT&T Wireless were
terminated. The termination provisions under the prepaid forward contracts required the Company to
repay the fair value of the collateralized indebtedness less the sum of the fair value of the underlying
stock and equity collars. The Company recognized a loss on the extinguishment of debt of approximately
$6,076 representing the difference between the fair value and the carrying value of the collateralized
indebtedness. At December 31, 2004, the Company had settled certain collateralized indebtedness with a
fair value of $124,100 by releasing to the counterparty cash proceeds from the related prepaid forward
contract totaling $20,100 and the cash from the merger transaction of $105,000 both of which had been
pledged in settlement of the debt. The Company received the net difference of $1,000 in cash upon
settlement-in February 2005. '

In connection with the issuance of the Series A Preferred Stock to Quadrangle, the Company entered into
an agreement with Quadrangle which granted Quadrangle the right to require the Company to purchase
the preferred stock ("put option") for cash or through the issuance of registered equity securities of the
Company, at the Company's option. The exchange right and the put option were accounted for as a
derivative. The change in the fair value of the exchange right and put option of $31,709 and $38 618 €
the years ended December 31, 2004 and 2003, respectively has been reflected as a loss on derivative
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contracts in the accompanying consolidated statements of operations. In October 2003, Quadrangle
exercised its put option to require CSC Holdings to purchase all of its Series A Exchangeable
Participating Preferred Stock. The parties entered into an agreement that the put price was $150,328. The
put price was paid in cash by CSC Holdings in August 2004. .

NOTE 11. PREFERRED STOCK OF CSC HOLDINGS, INC.

In February 2003, Quadrangle Capital Partners LP, a private investment firm, invested $75,000 in CSC
Holdings, in the form of 10% Series A Exchangeable Participating Preferred Stock convertible into
Cablevision NY Group Class A common stock. -

In connection with the issuance of the Series A preferred stock to Quadrangle, the Company entered into
an agreement with Quadrangle which granted Quadrangle the right to require the Company to purchase
the preferred stock ("put option") for cash or through the issuance of registered equity securities of the
Company, at the Company's option. The exchange right and the put option were accounted for as a
derivative.

In October 2003, Quadrangle exercised its "put option" to require CSC Holdings to purchase all of its
Series A Exchangeable Participating Preferred Stock. The parties entered into an agreement that the put
price was $150,328. The put price was paid in cash by CSC Holdings in August 2004.

In February 1996, CSC Holdings issued 6,500,000 depositary shares, representing 65,000 shares of 11-
1/8% Series L Redeemable Exchangeable Preferred Stock (the "Series L Preferred Stock"), which were
subsequently exchanged for Series M Redeemable Exchangeable Preferred Stock (the "Series M
Preferred Stock”) in August 1996 with terms identical to the Series L Preferred Stock. The depositary
shares were exchangeable, in whole but not in part, at the option of CSC Holdings, for CSC Holdings' 11-
1/8% Senior Subordinated Debentures due 2008. CSC Holdings was required to redeem the Series M
Preferred Stock on April 1, 2008 at a redemption price equal to the liquidation preference of $10,000 per
share plus accumulated and unpaid dividends. The Series M Preferred Stock was redeemable at various
redemption prices beginning at 105.563% at any time on or after April 1, 2003, at the option of CSC
Holdings, with accumulated and unpaid dividends thereon to the date of redemption. Before April 1,
2001, dividends could, at the option of CSC Holdings, be paid in cash or by issuing fully paid and
nonassessable shares of Series M Preferred Stock with an aggregate liquidation preference equal to the
amount of such dividends. On and after April 1, 2001, dividends were payable in cash. CSC Holdings
paid cash dividends on the Series M Preferred Stock of app,rox1mately $42,882 and $123,500 in 2004 and
2003, respectively.

In September 1995, CSC Holdings issued 2,500,000 shares of its $.01 par value 11-3/4% Series H
Redeemable Exchangeable Preferred Stock (the "Series H Preferred Stock™) with an aggregate liquidation
preference of $100 per share. CSC Holdings was required to redeem the Series H Preferred Stock on
October 1, 2007 at a redemption price per share equal to the liquidation preference of $100 per share, plus
accrued and unpaid dividends thereon. The Series H Preferred Stock was redeemable at various
redemption prices beginning at 105.875% at any time on or after October 1, 2002, at the option of CSC
Holdings, with accumulated and unpaid dividends thereon to the date of redemptlon Before October 1,

2000, dividends could, at the option of CSC Holdings, be paid in cash or by issuing fully paid and
nonassessable shares of Series H Preferred Stock with an aggregate liquidation preference equal to the
amount of such dividends. On and after October 1, 2000, dividends were payable in cash. The terms of
the Series H Preferred Stock permitted CSC Holdings, at its option, to exchange the Series H Preferred
Stock for CSC Holdings' 11-3/4% Senior Subordinated Debentures due 2007 in an aggregate principal
amount equal to the aggregate liquidation preference of the shares of Series H Preferred Stock. CSC
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Holdings paid cash dividends on the Series H Preferred Stock of approx1mate1y $17,712 and $51,016 in
2004 and 2003, respectively.

In May 2004, CSC Holdings redeemed all of its Series H Preferred Stock and its Series M Preferred
Stock. In connection with the redemptions, the Company recognized a loss of $58,170 representing the
redemption premiums paid. In addition, the Company wrote off $5,080 of unamortized deferred
financing costs in connection with these redemptions. '

In connection with the implementation of Statement No. 150, Accounting for Certain Financial
Instruments with Characteristics of Both Liabilities and Equity, on July 1, 2003, the carrying value of
CSC Holdings' Series H and Series M Preferred Stock of $434,181 and $1,110,113, respectively, was
classified as a liability. In addition, beginning July 1, 2003, dividends have been classified as interest
expense, increasing interest expense by $87,258 for the year ended December 31, 2003. Prior to July 1,
2003, preferred stock dividend requirements of CSC Holdings are included in minority interests in the
accompanying consolidated statements of operations.

NOTE 12. INCOME TAXES
The Company files a consolidated federal income tax return with its 80% or more owned subsidiaries.

Income tax expense (benefit) attributable to continuing operations consists of the following components:

Years Ended December 31,

. 2005 2004 2003
Current expense: : _
Federal ..ottt $ - $ 93 $ -
SHALE vvoveririerererene et ncsrrersree s sttt bbbttt nb s s sens 9,493 6,669 6,772
‘ 9,493 6,762 6,772
Deferred expense (benefit): :
TFederal ..o e e (61,166) (79,959) (38,869)
SEALE +.vevrererrrri ettt et vttt - (27,728) (121,611) 58,513
: (88,894) (201,570) 19,644
Income tax expense (benefit) .......ccccovvrvrrrrennnnieenans $(79,401) $(194,808) $26,416

The income tax expense (benefit) attributable to continuing operatidns for 2005, 2004 and 2003 exclude
deferred federal and state tax benefits of $4,107, $813 and $1,165, respectively, resulting from the
exercise of stock options, which were credited directly to paid-in capital.

The income tax expense attributable to discontinued operations was classified as deferred income tax
expense for all periods presented (see Note 6).
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The income tax expense (benefit) attributable to continuing operations differs from the amount derived by
applying the statutory federal rate to pretax income principally due to the effect of the following items:

Years Ended December 31,

2005 2004 2003

Federal tax benefit at statutory federal rate..............ccccoivriunnne. $(70,117) $(232,542) $(86,921)
State income taxes, net of federal benefit...........ooocviiininnncnns (12,748) (24,688) (15,397)
Changes in the valuation allowance..............coceevvrevennverirnennen. 6,459 14,036 27,988
State rate change, net of federal benefit...........coooecccnmnnennn. (6,701) (21,615) 23,231 -
Nondeductible expense relating to Series A Preferred Stock ... - 11,098 13,517
Nondeductible preferred stock dividends .......ccccooecvvinennicnne - 21,208 62,831
Redemption premium on Series H and Series M Preferred

SEOCK 1.vevvvreei ettt en e et st barene st r et an s - 20,360 -
Nondeductible EXPenses ..........eoveeerrrririevrnerencrreinierieessrnens 12,678 10,606 6,094
ORET ...ttt ettt e s ea s (8,972) 6,729 (4,927)

Income tax expense (Denefit) .......ccvvnvnnrrncrenicienninrinsennns $(79,401) $(194,808) $26416

At December 31, 2005, the Company had consolidated net operating loss carry forwards of approximately
$3,191,626 expiring on various dates through 2025.

The Company's net operating loss carry forwards expire as follows:

2007 oot et bbb et $ 18,022
2008 ..ottt sttt bRttt et 111,830
2009 ... OO OSSOSO OOV 137,011
2010 vttt crer et s esee s s s st eSS AR SRS SRS S s Rttt 142,821
2011 oot s e st 151,008
2012 oo vere ettt et b S SRAebbeeaessseteeteeenterseree 72,442
2018 . .euoivveeeieeiete eSS s e S e fa e sse ettt es e eren 102,156
2019 oottt ettt e ettt 539,105
2020 ....1oeeeeeeeeeeseeeeseeee e ek bR RSt n e 146,614
2021 ottt b bRt ettt ee e s 366,844
2022 oot et een e 233,633
2023 i ettt s e e as e et eSS S s e st 501,437
2024 oo e e b bbbt et 618,706

T 2025 e bbb bbbttt eee e eererenee 49,997

83,101,626
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The tax effects of temporary differences which give rise to significant portions of deferred tax assets or
liabilities and the corresponding valuation allowance at December 31, 2005 and 2004 are as follows:

December 31,

2005 2004
Deferred Tax Asset (Liability)
Current
Benefits of tax 108S Carry fOrwards.......covvveveeeecrenenrneneeneeinnenneeseeencsieneeieeens $ 137,034 A -
Benefit PIANS ....ove ittt s 7,598 26,354
Allowance for doubtful aCCOUNLS ..........cocoiiiivieiiciecieree e seese e 3,878 5911
Reserve fOr FeSTUCTUTING .....voviiiiiieie e ncaevcicaeearenaeccacecoeseermceenerces 3,833 15,962
OTNET BSSETS ..viivieeeeiiiteeeriee st esvr e e eere e sreteraaesbe s e sbn e saeeeseaeeta st s eabaesaaesnnenssaraestenen . 1,671 19,159
Other HADILIIES . ...e.eiieieriereet ettt e s srs et e renare e anecreeraesnerasbensennes 71,680 60,883
- Deferred taX @SSET....cocvviirieiriee e b e 225,694 128,269
Valuation alloWance............coiicieremicinciniiesis s (6.423) (3,741)
Net deferred tax asset, CUITENE ...u...coivvieviieriiirreecereies vt e aesreeeereeeesrteesebeessees 219,271 124,528
TOVESTITIENES L.vvrvoviveieie e stsecre e e eesrcrmebcre s csen e st ee s seeerebensat ek e seenensennes (208,388) -
Deferred tax liability, CUITENT ....cocvverierireeveccrerecrier s e (208,388) -
Net deferred tax asset, CUMTENE ......ovviverierieiiieiireeere et et rene s e scnenee e 10,883 124,528
Noncurrent
Benefits of tax 1oss carry forwards........cooovevmininiiiiiiie 1,161,860 1,274,601
Benefit PIAIS .ovvvveiiiriire it e 63,319 32,473
OTRET oottt ettt ettt b e bbbt e b ekt R b st ne st ab et ne e ena e 8,472 5,568
Deferred taX ASSET.....viciiiviiiriciieeiirres e eieeerte e ireeiee s te s e e sasstr e e s b e be e e s aneaes 1,233,651 1,312,642
Valuation allowance...........ccocccvinvinniincninnicnind e (35,107 (38,283)
Net deferred tax asset, noncurrent 1,198,544 1,274,359
Fixed assets and intangibles........co.ccovvviniiniicinieiini e (517,201) (537,807)
INVESHIIENTS .....vivvvieiirrtisisesseaest et er e eeeenrese et eresr s asesene e s s e sea b ne e se st snreste s (73,718) (383,390)
Partnership iNVESHIMEITS ... c.vevire ittt (557,571) (336,113)
OHREL ASSELS ...ttt ettt s b s et et et er bbbt s (2,785) -
Deferred tax liability, BONCUITENT .......ovivcriiiiiiiiiiiiirii e (1,151,275) (1,257,310)
Net deferred tax asset, NONCUITETI ...vuvivrerirerireenirereeensieererereanseesnesiveassesreesas 47,269 17,049
Total net deferred taX ASSEL .......cceviiieirreiereeirieereserre et esese et eess et esasene $ 58,152 $ 141,577

Deferred tax assets have resulted primarily from the Company's future deductible temporary differences
and net operating loss carry forwards. In assessing the realizability of deferred tax assets, management
considers whether it is more likely than not that some portion or all of the deferred tax asset will not be
realized. The Company's ability to realize its deferred tax assets depends upon the generation of
sufficient future taxable income to allow for the utilization of its net operating loss carry forwards and
deductible temporary differences and tax planning strategies. If such estimates and related assumptions
change in the future, the Company may be required to record additional valuation allowances against its
deferred tax assets resulting in additional income tax expense in the Company's consolidated statement of
operations. Management evaluates the realizability of the deferred tax assets and the need for additional
valuation allowances quarterly. At this time, based on current facts and circumstances, management
believes that it is more likely than not that the Company will realize benefit for its gross deferred tax
assets, except those deferred tax assets against which a valuation allowance has been recorded. In 2005,
2004 and 2003, the Company recorded increases in the valuation allowance of $6,459, $14,036 and
$27,988, respectively, relating to certain state net operating loss carry forwards. During 2005, certain
state net operating loss carry forwards expired prior to utilization. The deferred tax asset corresponding
to the expired net operating loss carry forwards had been fully offset by a valuation allowance. The
deferred tax asset and valuation allowance were both reduced by $6,953.
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NOTE 13. OPERATING LEASES -

The Company leases certain office, production, transmission, theater and event facilities under terms of
leases expiring at various dates through 2027. The leases generally provide for fixed annual rentals plus
certain real estate taxes and other costs. Rent expense for the years ended December 31, 2005, 2004 and
2003 amounted to $79,539, $77,041 and $80,722, respectively.

In addition, the Company rents space on utility poles for its operations. The Company's pole rental
agreements are for varying terms, and management anticipates renewals as they expire. Pole rental
expense for the years ended December 31, 2005, 2004 and 2003 amounted to approximately $12,325,
$13,607 and $13,225, respectively.

MSG operates Radio City Music Hall under a long-term lease. Under the terms of the lease agreement,
MSG is required to meet certain net worth, cash flow, and building utilization requirements. In the event
MSG were to fail to meet the lease requirements and was unable to remedy such defaults, the landlord
could have the option of terminating the lease.

The minimum future annual rentals for all operating leases for continuing operations .(with initial or
remaining terms in excess of one year) during the next five years, including pole rentals from January 1,
2006 through December 31, 2010, and thereafter, at rates now in force are as follows:

2006 .ottt e St $89,112
2007 et R bR bbb 84,951
2008 ...t et et 79,423
2009 i s TSRO 76,240
2000 1 e et bbb s 71,394
Thereafter ..o SO PO TP PU TS TO VOO TOUOTOTOUOOTON 419,597
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NOTE 14. AFFILIATE AND RELATED PARTY TRANSACTIONS

Equity Method Investments

The following table reflects the Company's effective ownership percentages and balances of equity
method investments as of December 31, 2005 and 2004:

Ownership Percentages - Investment Balances
December 31,
2005 2004 2005 2004
Fox Sports Net New England ®) ................. 50.0% 30.0% $39,463 $ 20,538
National Advertising Partners 3)................. - 50.0 - 6,760
PVI Virtual Media Services LLC®)........... 100.0 60.0 - -
Northcoast Communications () ................... 49.9 49.9 - -
Other D ‘ - - - 2
Investment in affiliates...............cccoeeeevennn. 39,463 27,300
Natjonal Sports Partners @) ...........c...cc....... - 50.0 - (59,913)
Deficit investment in affiliates.................. - (59,913)
Net investment in affiliates ....................... $39,463 $(32,613)

(a) See Note 3 for a discussion of the Regional Programming Partners restructuring which impacted our
ownership interest in these entities.

(b)  PVI Virtual Media Services LLC was consolidated in the second quarter of 2004 pursuant to FIN No. 46R
and the ownership interest not owned by the Company was purchased in 200S.

(¢)  Northcoast Communications was consolidated in the first quarter of 2004 pursuant to FIN No. 46R.

(d)  In November 2004, the Company sold its interest in New York Metro, LLC and recorded a gain on sale of
approximately $2,232.

The Company's share of the net income (loss) of these affiliates for the years ended December 31, 2005,
2004 and 2003 is as follows:

Years Ended December 31,
‘ 2005 2004 2003

Fox Sports Net New England .......ccovevvveveeenivreineninncreecnns $6,712 . $ 6,200 § 3,215
Fox Sports Net Bay Area (&) ............cccoommmmnnrrrreiecennnirnenn , - - 6,142
Fox Sports Net Chicago () .........cccccooomvemrerrreeveeeeveveeeosessveneoen - - 5,026
National Sports Partners (b).........cococcvviiereenmeenacrercrcncenins (3,379) (19,731) (21,728)

National Advertising Partners (b).......cccooeevervnencncncneneneen 47 1,992 3,339

Northcoast Communications .......c.ccveeveveeverecrercrienines s - - 434,550
PVI Virtual Media Services LLC () .........oo..ovvvveiiiiren. - (1,668) (801)
- New York Metro, LLC ..., - 216 (11)

OthET ..ot - -

$3,286 $(12,991) $429,732

(a)  Operating results of Fox Sports Net Bay Area and Fox Sports Net Chicago have been consolidated with those
of the Company since December 2003 (see Note 3).
(b) See Note3 for a discussion of the Regional Programming Partners restructuring which impacted our
" ownership interest in these entities.
(¢)  PVI Virtual Media Services LLC was consolidated in the second quarter of 2004, pursuant to FIN No. 46R.
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The following table includes certain unaudited financial information for equity method investments:

December 31,

2005 2004
(unaudited)
TOLAL @SSELS ..ttt st cb et bseseb e sttt tre e bttt eb et $67,391 $133,364
Total liabilities*................ ettt ettt b e bbbt R e e b e st sh e er s 12,049 69,307

* Includes amounts due to the Company from affiliates referred to below.

Aggregate amounts due from and due to these affiliates at December 31, 2005 and 2004 are summarized
below:

December 31,

2005 2004
AQVANCES 10 AFTHHIALES ....viieeieeerere et ettt e st sttt een e $ - $345
Accounts payable to affiliates........ccoov i 1,428 - 852

The Company provides certain transmission and production services to certain of these affiliates. For the
years ended December 31, 2005, 2004 and 2003, approximately $1,608, $1,502 and $3,633, respectively,
of revenues were earned from services provided to these entities. Costs incurred by the Company for
programming, entertainment and advertising services provided by these affiliates and included in
operating expenses for the years ended December 31, 2005, 2004 and 2003 amounted to $3,509, $16,186
and $9,082, respectively. ' .

Northcoast Communications

In August 1996, the Company entered into an agreement with Northcoast PCS, LLC and certain of its
affiliates, to form a limited liability company, Northcoast Communications, to participate in the auctions
conducted by the FCC for certain licenses to conduct a personal communications service ("PCS")
business. The Company holds a 49.9% interest in Northcoast Communications and certain preferential
distribution rights. In accordance with the provisions of FIN No. 46R, the assets and liabilities
attributable to the Company's 49.9% interest in Northcoast Communications were consolidated as of
March 31, 2004. Northcoast Communications is a Delaware corporation controlled by John Dolan, who
is a nephew of Charles F. Dolan and a cousin of James L. Dolan, the Company's Chairman and Chief
Executive Officer, respectively.

In May 2003, Northcoast Communications completed its sale of spectrum licenses covering 50 U.S.
markets to Verizon Wireless for approximately $763,000 in cash. Of the proceeds, approximately
$51,000 was used by Northcoast Communications to retire debt. The remaining proceeds, after payment
of expenses, were distributed to the partners of Northcoast Communications, including the Company.
The Company's share of the proceeds was approximately $651,000. All of the funds were used by the
Company to repay bank debt under the Restricted Group credit facility.

Vendor financing for Northcoast Communications' Cleveland operation consisted of a $75,000 credit
facility at its Cleveland PCS, LLC subsidiary. This facility had no recourse to the Company or to
Northcoast Communications, other than pursuant to a pledge by Northcoast Communications of the stock
of Cleveland PCS and a guarantee of the payment by Northcoast Communications and Cablevision of the
FCC indebtedness of the Cleveland PCS subsidiary which held the Cleveland license. In July 2004,
Northcoast Communications sold its Cleveland PCS business to an unaffiliated entity. As of
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December 31, 2004, both the FCC indebtedness and the obligations of Cleveland PCS under the vendor
financing were satisfied. The Company did not record any gain or loss in connection with the sale.

Other Affiliates and Related Parties

During 2005, 2004 and 2003, the Company provided services to or incurred costs on behalf of other
affiliates. These costs are reimbursed to the Company. Aggregate amounts due from and due to these
affiliates at December 31, 2005 and 2004 are summarized below:

December 31,

2003 2004
Advances 10 affilIAtES ......ovieiieieicercricn sttt $70 $963
Accounts payable t0 affilliates.........ccocovniiiii 39 17

In February 2005, the Company signed a letter of intent under which VOOM HD, LLC, a private
company formed by two of the Company’s Class B shareholders, Charles F. Dolan and Thomas C. Dolan,
had planned to acquire from the Company the business, assets and liabilities of the Company's Rainbow
DBS satellite business not included in the agreement with EchoStar (see Note 3). The letter of intent
between the Company and VOOM HD expired on February 28, 2005 without a definitive agreement
being reached.

Following the expiration of the letter of intent, the Company began shutting down the Rainbow DBS
satellite distribution operations. In March 2005, the Company entered into an agreement with Charles F.
Dolan and Thomas C. Dolan ("March 2005 Agreement") pursuant to which the parties agreed to work
cooperatively to finalize the separation of Rainbow DBS from the Company. The Company agreed that
no new shutdown activities would be undertaken at Rainbow DBS during the term of the agreement. In
accordance with the March 2005 Agreement, Charles F. Dolan deposited $15,000 with the Company to
fund any expenditures above those contemplated in the shutdown budget, net of March revenue earned.
This agreement terminated on March 31, 2005 and, in accordance with its terms, the distribution business
of Rainbow DBS was shutdown effective 'April 30, 2005 and the Board of Directors confirmed such
shutdown decision at a meeting on Apnl 7, 2005.

Cash deposited by Charles F. Dolan under the March 2005 Agreement that was not used to fund costs or
segregated to pay costs associated with new commitments or other agreements of $8,663 was returned to
him prior to December 31, 2005. Cash of $6,337 deposited by Charles F. Dolan which was used to fund
the incremental costs less March 2005 revenue earned related to the Rainbow DBS satellite distribution
business, net of the related discounted income tax benefit to the Company, has been recorded as a deemed
net equity contribution.

Fox Sports Net Ohio and Cleveland Indians Baseball Club Limited Partnership (the "Indians") are parties
to a multi-year rights agreement under which Fox Sports Net Ohio pays license fees to the Indians in
exchange for telecast rights to substantially all regular season Indians games. The Indians are owned by
(i) Lawrence Dolan, a brother of Charles F. Dolan, the Company's Chairman, (ii) a trust, the beneficiaries
of which are Lawrence Dolan and certain descendants of Lawrence Dolan, and (iii) certain other trusts,
the beneficiaries of which are certain descendants of Charles F. Dolan, including James L. Dolan, the
Company's Chief Executive Officer, and Marianne Dolan Weber and Patrick F. Dolan, officers of the
Company and brothers of James L. Dolan and a trust whose discretionary beneficiaries inchude Brian
Sweeney, son-in-law of Charles F. Dolan, brother-in-law of James L. Dolan, and a director. Management
control of the Indians is held by Lawrence Dolan. See Note 3 for the discussion on the Regional
Programming Partners restructuring in April 2005.
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NOTE 15. BENEFIT PLANS

The Company has a Cash Balance Retirement Plan (the "Retirement Plan") for the benefit of employees
other than those of the theater business. Under the Retirement Plan, the Company will credit a certain
percentage of eligible base pay into an account established for each participant which will earn a market
based rate of return annually.

The Company uses a December 31 measurement date for the Retirement Plan.

Components of the net periodic pension cost for the Retirement Plan for the years ended December 31,
2005, 2004 and 2003, are as follows: <

2005 2004 2003
SEIVACE COSEovrrvorrrereeeeeees oo e $25,170 $24,916 $22,949
INEETESE COSE..vvrvvrnrirerias et 6,185 5,071 4,097
Expected refurn on plan assets........c.cccoevceininiccnniensninnens (8,046) (6,078) (4,206)
Net periodic Pension COSt.....vuiirriierierieriereereseieeseenes $23,309 ' $23,509 $22,840

The funded status and the amounts recorded on the Company's consolidated balance sheets for the
Retirement Plan at December 31, 2005 and 2004, are as follows:

2005 2004
Change in benefit obligation:
Benefit obligation at beginning of year......c...covvvvervcvccicninciicnn, RO $109,414 $'83,672
SEIVICE COSL...viurrieriiiriierieccrernre et e e 25,170 24916
Interest cost............ S OO PO IOU SO TR e - 6,185 5,071
ACTRAIAL T0SS 1ottt e s - 956 949
Benefits paid .......occeeeiinin i e e (7,908) (5,194)
Benefit obligation at end of year ............... e 133,817 - 109,414
Change in plan assets: ‘
Fair value of plan assets at beginning of year ... 92,002 65,207
ACtual FEtUIN 0N PLAN SSELS ..v.vvvvveereeieeeeeesresssenesessessessnsess st sessessassensensssssassennens 6,757 5,136
Employer contributions.........c.ccccoccnnenrereninn eemreterreraereerereede s et n s - 25,752 26,853
Benefits paid ..o SRR e e (7,908) (5;194)
Fair value of plan assets at end of year........c.cocecvenneccnnnncns et SO 116,603 92,002
Funded SEAtS .....cooovieiiiieee ettt e HEOVRTOUSORUPN (17,214) (17,412)
Unrecognized net actuarial IoSS ......coveevviriiienieiriniiniiseeseeeseerese et se s 4,670 2,425
Accrued benefit COSt.......oooiiiiiii e $(12,544) 3(14,987)

Weighted-average assumptions used to determine net periodic cost for the years ended December 31,
2005, 2004 and 2003 are as follows:

2005 : 2004 2003

DUSCOUNT TALE......svevcvrveverisverasereseresesssesssssesas s eses s sesesaessreeesees ‘ 6.00% 6.25% 6.75%
Rate of return on plan assets..........cooovvirincieisivnnencnns 8.0% ‘ 8.0% 8.0%
Rate of increase in future compensation levels......................... 4.25% o 425% 4.5%

Historically, the discount rate used by the Company was based upon published yields for high quality
fixed income investments from Moody's and Merrill Lynch. In 2005, we determined the discount rate
(based on the expected duration of the benefit payments for this pension plan) by referring to applicable
bond yields (such as Moody's Aaa-Baa Corporate Bonds) and the Buck Consultants' Discount Rate Model
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(which is developed by examining the yields on selected highly rated corporate bonds), to select a rate at
which we believe the pension benefits could be effectively settled. The Company's expected long-term
return on plan assets is based on a periodic review and modeling of the plan's asset allocation structure
over a long-term horizon. Expectations of returns for each asset class are the most important of the
assumptions used in the review and modeling and are based on comprehensive reviews of historical data
and economic/financial market theory. The expected long-term rate of return was selected from within
the reasonable range of rates determined by (a) historical real returns, net of inflation, for the asset classes
covered by the investment policy, and (b) projections of 1nﬂatxon over the long-term period during which
benefits are payable to plan participants.

Weighted-average assumptions used to determine benefit obligations at December 31, 2005 and 2004 are
as follows: ‘ '

2005 2004
DISCOUNL TALE......vevivevievceeiiere st iriee bt srnir bbbt st et b e s sasasan 5.75% : 6.00%
Rate of increase in future compensation [eVels......c..ccovveiiiin, 4.00% 4.25%

The weighted average asset allocation of the Company s Retirement Plan at December 31, 2005 and 2004
was as follows:

Plan Assets at December 31,

2005 2004
Asset Category: '
EQUILY SECUITHES v.vvevvvivereerireiiiesie ettt sttt 57% 52%
FiXed INCOIMNE SECUTITIES ....vrvvveveeireeseerereeteressererteeeteseseesesteetsbesessasresesresresesaessesesnnane 34 29
OURET ...ttt sttt bbbt bbb 9 19
: 100% 100%

The Retirement Plan's investment objective is to invest in portfolios that would obtain a market rate of
return throughout economic cycles, commensurate with the investment risk and cash flow needs of the
Retirement Plan. This allows the Retirement Plan to subject a portion of its assets to increased risk to
generate a greater rate of return. The Retirement Plan addresses diversification by the use of investment
portfolios whose underlying investments are in domestic and international equity securities and domestic
fixed income securities. The investments in each portfolio are readily marketable and can be sold to fund
benefit payment obligations of the Retirement Plan as they become payable.

The Company currently expects to contribute the minimum required contribution of $6,788 to the
Retirement Plan in 2006.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be
paid:

2006 oo, oo s tesasess s enesnene] ererseeeeesaes e st st se st s e se e et s ea s s s s s s e tesenn $11,843

2007 1o e S 13,653
D008 e oooomoeooes oo ooes oo oo sssssess s et et ettt ettt et s e 14,876
2009 oo eeeeereeeee et et es e 16,467
2010 oo eeeeeereeereeses s et es e et e 17,023
DOTT=2015 coooovoooeooeoeesoeeeese oot es et es e eesesese e seneseseseresereserees e 105,855

The Company also maintains 401(k) savings plans as well as a non-qualified excess 401(k) savings plan,
pursuant to which an employee can contribute a percentage of eligible annual compensation, as defined.
The Company also makes matching cash contributions for a portion of employee contributions to both the
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401(k) savings plans and excess 401(k) savings plan. The cost associated with these plans was
approximately $13,555, $13,321 and $12,938 for the years ended December 31, 2005, 2004 and 2003,
respectively.

The Company also maintains a non-contributory non-qualified excess cash balance plan covering certain
Company employees who participate in the Retirement Plan. Net periodic pension cost for this plan was
$1,566, $1,557 and $1,508 for the years ended December 31, 2005, 2004 and 2003, respectively. At
December 31, 2005 and 2004, the projected obligation was $5,515 and $4, 657, respectively.

The Company maintains the CSC Supplemental Benefit Plan (the "Supplemental Plan") for the benefit of
certain officers and employees of the Company. ' As part of the Supplemental Plan, the Company -
established a nonqualified defined benefit pension plan, which provides that, upon attaining normal
retirement age, a participant will receive a benefit equal to a specified percentage of the participant's
average compensation, as defined. All participants are 100% vested in the Supplemental Plan. Net
periodic pension cost was $259, $337 and $671 for the years ended December 31, 2005, 2004 and 2003,
respectively. At December 31, 2005 and 2004 the projected benefit obligation was $3,589 and $9,352,
respectively.

Madison Square Garden also sponsors a non-contributory pension plan ("MSG Plan") covering its non-
union employees hired prior to January 1, 2001. Benefits payable to retirees under this plan are based
upon years of service and participants' compensation and is funded through a trust established under the
MSG Plan. Madison Square Garden uses a December 31 measurement date for the MSG Plan.
Components of the net periodic pension cost for the MSG Plan for the years ended December 31, 2005,
2004 and 2003, are as follows:

) 2005 2004 2003
SEIVICE COSL.urvrvvrrnrrerraiaiarerrrerseriesensnees e s $3,038 $3,312 $2,785
TEELESE COSt.vuririiiirereiriteriies st ee st e e e eseneseresbeesvenesesrneseressenns 3,249 , 3,087 2,636
Expected return on plan assets.......cooevvvvviiiieniiiniciineiens . (2,626) (2,183) (1,836)
Recognized 1SS .oiviviiieere e eneceneenaes i - - 48 -
Net periodic pension cost........ccceevmmmiieniiiiiiennn, trereeees $ 3,661 - $4264 $ 3,585

1
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The funded status and the amounts recorded on the Company's consolidated balance sheets for the MSG
Plan at December 31, 2005 and 2004, are as follows:

2005 2004
Change in benefit obligation: '
Benefit obligation at beginning 0f Year..........ccovvviiiniccviiiiiiie e, § 57,906 $48,211
Service COst............ et et sttt NS 3,038 3,312
THIEETESE COST .oviniiiiiiieiiie ettt et ebeetre s et s erestbesbe st e sere st s e su e st asbesseanessnesrneseenessbeaensaas 3,249 3,087
ACtUATIAl LOSS .eovviiiiiiiieriiicrir e 5,004 4,195
Benefits PAid .o..ovcviviieiieir i (1,119) (899)
Benefit obligation at end of Year ..o : 68,078 57,906
Change in plan assets: '
‘Fair value of plan assets at beginning of YEar ........cocowvveviureiricrenrncnernneenes 31,779 27,293
Actual Teturn On Plan ASSELS ....ovvvvereererieriee e e 1,108 2,346
Employer contributions.........cocovcirirroriiciinii i 7,532 3,040
Benefits PAId ... .. i et b e s (1,119) (899)
Fair value of plan assets at end of year.........cccoovviiiciiinniicci, 39,300 31,780
Funded Status ......... oo, ettt (28,778) (26,126)
Unrecognized net actuarial 1oSS ..., 12,145 8,110
Accrued benefit cost.......oocceinnnn. OO $(16,633) $(18,016)

Weighted-average assumptions used to determine net periodic cost for years ended December 31, 2005,
2004 and 2003 are as follows

2005 2004 2003
DISCOUNE TALE....vvvcvriiiiecree e see et sre e 6.00% 6.25% 6.75%
Rate of return on plan @ssets.........coocovvveeereevreiviiiinininiinenns 8.00% 8.00% 8.00%
Rate of increase in future compensation levels.............ceev.nee. 3.00% - 3.00% 3.00%

Historically, the discount rate used by the MSG Plan was based upon published yields for high quality
fixed income investments from Moody's and Merrill Lynch. In 2005, we determined the discount rate
(based on the expected duration of the benefit payments for this pension plan) by referring to applicable
bond yields (such-as Moody's Aaa-Baa Corporate Bonds) and the Buck Consultants' Discount Rate Model
(which is developed by examining the yields on selected highly rated corporate bonds), to select a rate at
which we believe the pension benefits could be effectively settled. The Company's expected long-term
return on plan assets is based on a periodic review and modeling of the plan's asset allocation structure
over a long-term horizon. Expectations of returns for each asset class are the most important of the
assumptions used in the review and modeling and are based on comprehensive reviews of historical data
and economic/financial market theory. The expected long-term rate of return was selected from within
the reasonable range of rates determined by (a) historical real returns, net of inflation, for the asset classes
covered by the investment policy, and (b) projections of inflation over the long-term period during which
benefits are payable to plan participants.

Weighted-average assumptions used to determine benefit obligations at December 31, 2005 and 2004 are
as follows:

‘ , 2005 2004
DlSCOllIlt rate......... ettt b b et TR 5.75% 6.00%
Rate of increase in future compensat1on levelS ..o i, 4.00% 3.00%

- [-50-




CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

The weighted average asset allocation of the MSG Plan at December 31, 2005 and 2004 was as follow‘s:

Plan Assets at December 31,

2005 2004
Asset Category: 7 .
Equity SECUrities ......cccouvvveniecorriiiiiii e, RO 61% 57%
" Fixed INCOME SECUITEIES 1o.vevveeivvieerenereeestienienresirer et es s sree e srcsbae i s s enseannas 31 23
OFHET vttt ettt ettt 8 20
100% 100%

The MSG Plan's investment objective is to invest in portfolios that would obtain a market rate of return
throughout economic cycles, commensurate with the investment risk and cash flow needs of the MSG
Plan. This requires the MSG Plan to subject a portion of its assets to increased risk to generate a greater
rate of return. The MSG Plan addresses diversification by the use of investment portfolios whose -
underlying investments are in domestic and international equity securities and domestic fixed income
securities. The investments in each portfolio are readily marketable and can be sold to fund benefit
payment obligations of the MSG Plan as they become payable.

The Company is currently not required to make a minimum contribution to the MSG Plan in 2006,
~ however it expects to make a discretionary contribution of $3,825 to reduce future contribution
requirements.

The following benefit payments, which reflect ekpected future service, as appropriate, are expected to be
paid from the MSG Plan:

2006 v eee oo s sssess e s e et R ettt et $ 1,346
D007 oo eee oo ee e e s e s esess e s ettt ettt 1,428
2008 oo e e oo eeee oo eeseseee oo oo e e ee et ettt ettt 1,587
D000 1o oo oo oo oo ee e ee e e ettt e et 1,712
2OT0 oo e eeoee e ee e es e s sese e oo ettt et et e s 1,910
DOTT20LS e e ettt 13,248

MSG sponsors additional non-contributory pension plans covering certain of its union employees.
Benefits payable to retirees under these plans are based upon years of service and, for one plan,
participants' compensation, and are funded through trusts established under the plans. Plan assets are
invested primarily in equity and fixed income securities. At December 31, 2005 and 2004, the accrued
benefit liability amounted to $1,627 and $1,592, respectively, and for the years ended December 31,
2005, 2004 and 2003, net periodic pension cost amounted to $499, $513 and $539, respectively.

In addition, MSG contributes to various multiemployer pension plans. Contributions made to these
multiemployer plans for the years ended December 31, 2005, 2004 and 2003 amounted to $5,846, $5,516
and $3,178, respectively. '

In addition, MSG maintains a nonfunded, nonqualified defined benefit pension plan for the benefit of
certain employees of MSG who participate in the underlying qualified plan. This plan provides that, upon
retirement, a participant will receive a benefit based on a formula which reflects the participant's
compensation. Net periodic pension cost for this plan was $1,664, $1,318 and $2,053 for the years ended
December 31, 2005, 2004 and 2003, respectively. At December 31, 2005 and 2004, the projected
obligation was $16,996 and $12,253, respectively.
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MSG also sponsors a contributory welfare plan which provides certain postretirement health care benefits
to certain of its employees hired prior to January 1, 2001 and their dependents. The welfare plan. is
insured through a managed care provider and MSG funds these benefits with premium payments. For the
years ended December 31, 2005, 2004 and 2003, the periodic postretirement benefit cost amounted to
$637, $545 and $429, respectively, and as of December 31, 2005 and 2004, the accrued benefit liability
amounted to $7,147 and $7,128, respectively. ‘ :

NOTE 16. . EQUITY AND LONG-TERM INCENTIVE PLANS

Equity Plans

The Company has an Employee Stock Plan (the "1985 Stdck Plan") under which the Company was
authorized to issue a maximum of 14,000,000 shares. As of December 31, 2005, there are no longer any
stock based awards outstanding under the 1985 Stock Plan.

The Company also has an Employee Stock Plan (the "Employee Stock Plan"), under which the Company
is authorized to issue a maximum of 39,941,045 shares of CNYG common stock. As of December 31,
2005, 18,199,875 shares of CNYG common stock were available for future grant under the Employee
Stock Plan. Under the Employee Stock Plan, the Company is able to grant incentive stock options,
nonqualified stock options, restricted shares, stock appreciation rights, and bonus awards. The exercise
price of stock options can not be less than the fair market value per share of Class A common stock on the
date the option is granted and the options expire no later than ten years from date of grant (or up to one
additional year in the case of the death of a holder of nonqualified options). Stock appreciation rights
provide for the employee to receive a cash payment in an amount equal to the difference between the fair
market value of the stock as of the date the right is exercised, and the exercise price. Under the Employee
Stock Plan, the Compensation Committee has the authority, in its discretion, to add performance criteria
ras a condition to any employee's exercise of an award granted under the Employee Stock Plan. Options
and stock appreciation rights granted in 2005, 2004 and 2003 typically vest in 33-1/3 annual increments
beginning one year from the date of grant. Restricted shares granted under the Employee Stock Plan in
2005, 2004 and 2003 generally were typically subject to four year cliff vesting. Performance options
granted under the Employee Stock Plan in 2005 were typically subject to approximately three year or two
year cliff vesting, with exercisability subject to performance criteria.

In January 2003, the Company offered employees the right to exchange stock options and stock
appreciation rights outstanding under the Employee Stock Plan, which had an exercise price of $20.00 or
more, for restricted shares. Employees who accepted the offer received one restricted share for every two
common shares issuable upon exercise of his or her options and one restricted share for every three
common shares subject to his or her stock appreciation rights. Compensation expense relating to the
restricted shares is recognized over the four-year vesting period, equal to the excess of the restricted
shares’ value on the grant date of $17.54 per share over the par value amount paid for the shares of $0.01
per share. Pursuant to the offer, a total of 8,722,278 options and 6,236,850 stock appreciation rights were
exchanged for a total of 6,440,831 restricted shares. Through December 31, 2005, options not exchanged
pursuant to the offer are subject to variable accounting until exercised or forfeited.

The Company also has a Non-Employee Director Plan (the "Non-Employee Director Plan"), under which
the Company is authorized to issue a maximum of 757,912 shares of common stock. Under the Non-
Employee Director Plan, the Company is able to grant stock options, restricted stock units or stock grants
at an exercise price equal to the fair value of the shares on the date of the option grant. As of
December 31, 2005, 177,637 shares of common stock were available for future grant under the Non-
Employee Director Plan.
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As a result .of restricted share awards, certain stock option awards, and stock appreciation rights, the
Company recorded expense for continuing operations, reflecting vesting schedules for applicable grants
as well as fluctuations in the market price of the underlying stock in the amount of $26,699, $34,314 and
$42.,450 for the years ended December 31, 2005, 2004 and 2003, respectively.

Stock transactions under the 1985 Stock Plan, the Employee Stock Plan and the Non-Employee Director
Plan are as follows:

Shares Under Option

Time Performance Stock
Vesting Vesting Appreciation Restricted Option
Options Options Rights Shares Price Range

Balance, December 31, : . : : .
2002 e 17,352,961 - 11,337,430 - $ 1.77-865.34
Options exchanged :
for restricted :
Shares .....cccoevvevreen. (8,722,278) - (6,236,850) 6,440,831 $20.87 - $65.34

Granted............ e 918,596 - 46,763 1,375,742 $18.15 - $53.35
Exercised/issued ........ (318,224) - (273,561) - $ 1.77 - $20.87
Cancelled ........co......... (1,457,552) , - {1,118,517) (523,291) $ 1.77 - $63.63
Balance, December 31,
2003 ..o 7,773,503 - 3,755,265 7,293,282 $ 1.77-%63.63
Granted ......iveevneeinn 1,661,000 : - 891,000 325,065 $18.05-%21.77
Exercised/issued ........ (705,960) - (343,585) - $17.38 - $27.03
Vesting of restricted ‘
shares ....cc.coeveenvnee. - - - - (385,278)
Cancelled .....coovveneee (552,751) - (1,287,939) (885,918) $ 3.08-3%63.63
Balance, December 31, ‘ ' )
2004 ...t 8,175,792 - 3,014,741 . 6,347,151 $ 1.77 - $63.63
Granted ...ocoorerevnvnens 2,477,444 809,000 - 472,072 $25.51 - §25.77
Exercised/issued ........ (941,817). - (466,233) v $ 1.77-$23.59
Vesting of restricted
shares ......ccooeevinne - - . - (44,209)
Cancelled .......cconeee. (308,989) - (168,060) (187,034) $3.08 - $63.63
Balance, December 31, i '
2005 .0 9,402,430 809,000 2,380,448 - 6,587,980 $1.77- $63.63
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The following table summarizes significant ranges of outstanding and exercisable stock options at
December-31, 2005: '

Options Qutstanding ‘ Options Exercisable

Weighted ' Weighted Weighted

Average Average Average

Ranges of Remaining Exercise Exercise
Exercise Prices Shares Life in Years Price Shares Price

$ 177 - § 817 1,005,446 - 1.5 $ 5.09 1,005,446 § 5.09
"$ 8.18 - %1634 1,302,372 - 37 $14.31 1,302,372 $14.31
$16.35 - $21.00 3,743,516 . 6.7 $19.26 2,438,743 $18.82
$21.01 - $32.68 . 3,537,569 9.4 $25.32 449,044 §24.27
$32.69 - $40.85 155,617 6.1 $36.00 155,617 $36.00
$40.86 - $57.19 362,866 4.4 $53.62 362,866 $53.62
$57.20 - $63.63 104,050 3.9 $58.99 104,050 $58.99
10,211,430 6.6 $21.22 5,818,138 $19.21

Long-Term Incentive Plan

Pursuant to the Company's Long-Term Incentive Plan, certain executives have been granted cash awards,
some of which are performance based, that vest over varying periods and are typically payable at the end of the
vesting period or on specified dates. One form of award received by certain executives under the Plan was a
performance retention award, vesting over 7 years. The terms of the performance retention awards provide
- that the executive could have requested a loan from the Company in the amount of the award prior to its
vesting, subject to certain limitations, provided that such loan was secured by a lien in favor of the Company
on property owned by the executive. Effective July 30, 2002, such requests for advances on amounts of
awards are no longer permitted. Imputed interest to those executives on these interest free loans amounted to
$1,017, $1,353 and $1,732, respectively for the years ended December 31, 2005, 2004 and 2003. As of
December 31, 2005 and 2004, $26,850 and $27,270, respectively, was outstanding in respect of advances
made pursuant to this plan. In connection with the Long-Term Incentive Plan, the Company has recorded
expense of $39,579, $12,632 and $19,541 for the years ended December 31, 2005, 2004 and 2003,
respectively. ' .

In addition, in 2003, the Company granted certain management employees cash awards that vested in July
2005 when the Company reached certain performance goals. Such awards were amortized ratably over
the period in which the Company was expected to achieve these goals, and accordingly recorded expense
of $2,380, $18,868 and $16,492 in respect of this award in 2005, 2004 and 2003, respectively.
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NOTE 17. CONTRACTUAL OBLIGATIONS

Future cash payments required under unconditional purchase obligations pursuant to contracts entered into
by the Company in the normal course of business, are as follows as of December 31, 2005:

Payments Due by Period
‘ More than
: Total Year 1 Years 2-3 Years 4-5 5 years
Off balance sheet
arrangements:
Purchase , :
" obligations (1. $2,315,575 $504,148 $408,742 $307,563 $1,095,122
Guarantees () ....... 16,195 16,195 - . :
Letters of credit (3) 45736 - 45736 - - -
Total ....covevevcnnee. $2,377,506 $566,079 $408,742 $307,563 $1,095,122
Contractual
obligations
reflected on the
balance sheet:
Purchase . .
obligations (4)..... $ 174,593 $ 88,763 $ 65,394 $ 6,466 $ 13,970
Total..oovovcceeiicee, $2,552,099 $654,842 $474,136 $314,029 $1,109,092

(1)  Purchase obligation amounts not reflected on the balance sheet consist primarily of (i) long-term rights
agreements which provide Madison Square Garden and other regional sports networks with exclusive
-broadcast rights to certain live sporting events in exchange for minimum contractual payments, (ii) payments
under employment agreements that we have with our professional sports teams’ personnel that are generally
guaranteed regardless of employee injury or termination, and (iif) minimum purchase requirements incurred

in the normal course of the Company's operations.

{2) Includes outstanding guarantees primarily by CSC Holdings in favor of certain financial institutions in
respect of ongoing interest expense obligations and potential early termination events in connection with the
monetization of the Company's holdings of Charter Communications, General Electric, and Comcast
Communications common stock. Amounts payable under such monetization guarantees are estimated as of a
particular point in time by the financial institution counterparty and are based upon the current price of the
undérlying common stock and various other assumptions, including stock market volatility and prevailing
interest rates. Such guaranteed amounts approximate the fair value of the monetization indebtedness less the
sum of the fair values of the underlying stock and the equity collar as reflected in the Company's
accompanying consolidated balance sheet.

(3)  Consist primarily of letters of credit obtained by CSC Holdings in favor of insurance providers and certain
governmental authorities for the Telecommunications Services segment.

(4) Consist principally of amounts earned under employment agreements that we have with our professional
sports teams' personnel. Other long-term obligations also include deferred carriage payments.

The future cash payments reflected above do not include the impact of potential insurance recoveries or
amounts which may be due to the National Basketball Association ("NBA") for luxury tax payments.

The future cash payments reflected above also do not include the Company's agreements with EchoStar
Communications Corporation relating to the launch and operation of the business of Rainbow HD
Holdings, LLC, the Company's VOOM HD Networks high-definition television programming service.
EchoStar was issued a 20% interest in Rainbow HD Holdings, the Company's subsidiary owning the
VOOM HD Networks programming service, and that 20% interest will not be diluted until $500,000 in
cash has been invested in Rainbow HD Holdings by the Company. Under the terms of the affiliation
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arrangements with EchoStar covering the VOOM HD Networks for a 15 year term, if Rainbow HD
Holdings fails to spend $100,000 per year up to a maximum of $500,000 in the aggregate (which
$100,000 annual amount may be reduced to no less than $38,000 per year, to the extent that the number of
offered channels is less than 21) on its service offerings, EchoStar may terminate the affiliation
agreement. The Company has the right to terminate the affiliation agreement if the VOOM HD Networks
are discontinued in the future. On the fifth or eighth anniversary of the effective date of the agreement,
the termination of the Affiliation Agreement by EchoStar, or other specified events, EchoStar has a put
right to require a wholly-owned subsidiary of Rainbow Media Holdings to purchase all of its equity
interests in Rainbow HD Holdings at fair value. On the sevénth or tenth anniversary of the effective date
of the agreement, or the second anniversary date of the termination of the Affiliation Agreement by
EchoStar, a wholly-owned subsidiary of Rainbow Media Holdings has a call right to purchase all of
EchoStar's ownership in Rainbow HD Holdings at fair value.

Many of the Company's franchise agreements and utility pole leases require the Company to remove its
cable wires and other equipment upon termination of the respective agreements. The Company has
concluded that the fair value of these asset retirement obligations cannot be reasonably estimated since
the range of potential settlement dates is not determinable.

NOTE 18. LEGAL MATTERS

The Company is party to various lawsuits, some involving substantial amounts. Although the outcome of
these matters cannot be predicted with certainty and the impact of the final resolution of these matters on
the Company's results of operations in a particular subsequent reporting period is not known, management
does not believe that the resolution of these lawsuits will have a material adverse effect on the financial
position or liquidity of the Company. ‘

Tracking Stock Litigation

In August 2002, purported class actions naming as defendants the Company and each of its directors were
filed in the Delaware Chancery Court. The actions, which allege breach of fiduciary duties and breach of
contract with respect to the exchange of the Rainbow Media Group tracking stock for Cablevision NY
Group common stock, were purportedly brought on behalf of all holders of publicly traded shares of
Rainbow Media Group tracking stock. The actions sought to (i) enjoin the exchange of Rainbow Media
Group tracking stock for Cablevision NY Group common stock, (ii) enjoin any sales of "Rainbow Media
Group assets," or, in the alternative, award rescissory damages, (iii) if the exchange is completed, rescind
it or award rescissory damages, (iv)award compensatory damages, and (v)award costs and
disbursements. The actions were consolidated into one action on September 17, 2002, and on October 3,
2002, the Company filed a motion to dismiss the consolidated action. The action was stayed by
agreement of the parties pending resolution of a related action brought by one of the plaintiffs to compel
the inspection of certain books and records of the Company. On October 26, 2004, the parties entered
into a stipulation dismissing the related action, and providing for the Company's. production of certain
documents. On December 13, 2004, plaintiffs filed a consolidated amended complaint. The Company
filed a motion to dismiss the amended complaint. On April 19, 2005, the court granted that motion in
part, dismissing the breach of contract claim but declining to dismiss the breach of fiduciary duty claim
on the pleadings.

In August 2003, a purported class action naming as defendants the Company, directors and officers of the
Company and certain current and former officers and employees of the Company's Rainbow Media
Holdings and American Movie Classics subsidiaries was filed in New York Supreme Court by the
" Teachers Retirement System of Louisiana ("TRSL"). The actions relate to the August 2002 Rainbow
Media Group tracking stock exchange and allege, among other things, that the exchange ratio was based
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upon a price of the Rainbow Media Group tracking stock that was artificially deflated as a result of the
improper recognition of certain expenses at the national services division of Rainbow Media Holdings.
The complaint alleges breaches by the individual defendants of fiduciary duties. The complaint also
alleges breaches of contract and unjust enrichment by the Company. The complaint seeks monetary
damages and such other relief as the court deems just and proper. On October 31, 2003, the Company
and other defendants moved to stay the action in favor of the previously filed actions pending in Delaware
or, in the alternative, to dismiss for failure to state a claim. On June 10, 2004, the court stayed the action
on the basis of the previously filed action in Delaware. TRSL subsequently filed a motion to vacate the
stay in the New York action, and simultaneously filed a motion to intervene in the Delaware action and to
stay that action. The Company opposed both motions. On April 19, 2005, the court in the Delaware
action denied the motion to stay the Delaware action and granted TRSL's motion to intervene in that
action. On June 22, 2005, the court in the New York action denied TRSL's motion to vacate the stay in
that action. ‘ :

The Company believes the claims in both the Delaware action and the New York action are without merit
and is contesting the lawsuits vigorously.

The Wiz Bankruptcy

TW, Inc. ("TW"), a former subsidiary of the Company and operator of The Wiz consumer retail
electronics business, is the subject of a Chapter 11 bankruptcy proceeding in the U.S. Bankruptcy Court
for the District of Delaware. In February 2005, TW filed a complaint in the bankruptcy proceeding
seeking recovery of alleged preferential transfers in the aggregate amount of $193,457. Also in February
2005, the Official Committee of Unsecured Creditors of TW (the Committee) filed a motion seeking
authority to assume the prosecution of TW's alleged preference claims and to prosecute certain other
causes of action. The bankruptcy court granted the Committee's motion on or about March 10, 2005,
thereby authorizing the Committee, on behalf of TW, to continue the preference suit and to assert other
claims against the Company. On March 12, 2005, the Committee filed a complaint in the bankruptcy
court against the Company, certain of its subsidiaries, and certain present and former officers and
directors. The Committee filed an amended complaint on April 15, 2005, and served that complaint on or
about April 28, 2005. The Committee's amended complaint asserts preferential transfer claims allegedly
totaling $193,858, breach of contract, promissory estoppel, and misrepresentation claims allegedly
totaling $310,000, and fraudulent conveyance, breach of fiduciary duty, and other claims seeking
unspecified damages. On June 30, 2005, the Company filed a motion to dismiss several of the claims in
the amended complaint. On October 31, 2005, the bankruptcy court denied the motion to dismiss. The
bankruptcy court's ruling on the motion to dismiss allows the Committee to proceed with its claims
against the Company. The Company believes that all the claims asserted by TW and the Committee are
without merit and is contesting them vigorously.

Dolan Family Group Proposal and Special Dividend Litigation

In June and July 2005, a number of shareholder class action lawsuits were filed against the Company and
its individual directors in the Delaware Chancery Court, the New York Supreme Court for Nassau
County, and the U.S. District Court for the Eastern District of New York, relating to the Dolan family
group proposal to acquire the outstanding, publicly held interests in the Company following a pro rata
distribution of Rainbow Media Holdings. On October 24, 2005, the Company received a letter from the
Dolan family group withdrawing its June 19, 2005 proposal and recommending the consideration of a
special dividend. On November 17, 2005, the plaintiffs filed a consolidated amended complaint in the
New York Supreme Court action to relate to the special dividend proposed by the Dolan family group. On
February 9, 2006, the plaintiffs filed a second amended complaint adding allegations related to the
December 19, 2005 announcement that the Board had decided not to proceed with the proposed special
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dividend, and the January 31, 2006 announcement that the Board is expected to begin reconsideration of a
possible special dividend at its regularly scheduled meeting in March 2006. The amended complaint
seeks, among other things, to enjoin the payment of the special dividend proposed by the Dolan family

group.

On December 28, 2005, a purported shareholder derivative complaint was filed in the U.S. District Court
for the Eastern District of New York alleging that certain events during 2005, including those relating to
the proposed special dividend, constitute breaches of fiduciary duty. The action is brought derivatively
on behalf of Cablevision and names as defendants each member of the Board of Directors. The complaint
seeks unspecified damages and contribution and indemnification by the defendants for any claims
asserted against the Company as a result of the alleged breaches.

The plaintiff in a patent infringement case pending in the U.S. District Court for the Eastern District of
New York, Rates Technology Inc. v. Cablevision Systems Corp., has requested permission from the court
to file a supplemental complaint alleging that the special dividend would constitute a fraudulent
conveyance and seeking to enjoin payment of any such dividend. The underlying patent infringement
complaint, filed in July 2005, alleges that the Company's Optimum Voice products infringe two patents
owned by the plaintiff. The Company believes that the plaintiff's patent infringement claims as well as its
" proposed fraudulent conveyance claims are without merit and intends to contest the lawsuit vigorously.

Director Litigation

Cablevision has been named as a nominal defendant in a purported shareholder derivative complaint filed
in the Court of Chancery of the State of Delaware. The action is brought derivatively on behalf of
Cablevision and names as additional defendants Charles F. Dolan, the Chairman of Cablevision, and
Rand Araskog, Frank Biondi, John Malone and Leonard Tow, each of whom was appointed as a director
on March 2, 2005 by Mr. Dolan and certain other holders of the Company's Class B common stock. The
complaint alleges that Charles F. Dolan, as the controlling Class B sharcholder of Cablevision, by
purporting to remove three Cablevision Board members (William J. Bell, Sheila Mahony and Steven
Rattner) and replace them with the four new directors, wrongfully interfered with the Board's role in
managing the affairs of Cablevision and sought to substitute his judgment of how to proceed with the
VOOM HD Networks of Cablevision's Rainbow DBS subsidiary above that of the Board. The action
seeks, among other things, to preliminarily and permanently enjoin Charles F. Dolan from interfering
with the managerial prerogatives of Cablevision's Board; rescinding the purported appointment of the new
directors; rescinding the removal of Mr. Bell, Ms. Mahony and Mr. Rattner as directors and restoring
them to their positions as directors and directing Charles F. Dolan to account to Cablevision for its

damages.

New York Jets Litigation

On March 16, 2005, the New York Jets LLC and Jets Development LLC ("Jets") filed a complaint in the
U.S. District Court for the Southern District of New York against Cablevision, CSC Holdings, Inc., and
Madison Square Garden, L.P. The complaint related to various actions allegedly taken by defendants in
connection with a proposed football stadium for the Jets on the West Side of Manhattan. Specifically, the
complaint alleged: (1) that Cablevision "possesses monopoly power in the markets for facility rental and
ticket sales for large-scale events in enclosed spectator facilities and suite rentals in Manhattan" and has
acted anti-competitively in violation of Section 2 of the Sherman Act; (2) that defendants have tortiously
interfered with the Jets' prospective business relations by making a "sham bid" for the MTA land that is
the site of the proposed stadium "to injure the Jets and deprive them of an advantageous existing and
prospective business relationship”; (3) that defendants have tortiously interfered with the Jets' prospective
business relations with networks carried on defendants' cable system; and (4) that defendants have
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"engaged in ‘deceptive and misleading conduct, including dissemination of deceptive and materially
misleading advertising and preventing dissemination of accurate information," in violation of New York
General Business Law Section 349. The Company filed a motion to dismiss all claims asserted in the
complaint. On October 17, 2005, the court issued a decision granting the motion to dismiss with respect
to Cablevision's alleged "public misrepresentations” and denying that motion in all other respects. On
February 27, 2006, the parties filed a stipulation of dismissal of all claims and counter-claims in the case.
Neither party has admitted any fault or assumed any liability.

Accounting Related Investigations

The improper expense recognition matter previously reported by the Company has been the subject of
investigations by the Securities and Exchange Commission and the U.S. Attorney's Office for the Eastern
District of New York. The Securities and Exchange Commission is continuing to investigate the
improper expense recognition matter and the Company's timing of recognition of launch support,
marketing and other payments under affiliation agreements. :

NOTE 19. DISCLOSURES ABOUT THE FAIR VALUE OF FINANCIAL INSTRUMENTS

Cash and Cash Equivalents, Restricted Cash, Accounts Receivable, Trade, Notes and Other Receivables,

Prepaid Expenses and Other Assets, Advances to Affiliates, Accounts Payable, Accounts Payable to
Affiliates and Accrued Liabilities.

The carrying amount approximates fair value due to the short-term maturity of these instruments.

Derivative Contracts and Liabilities Under Derivative Contracts

Derivative contracts are carried on the accompanying consolidated balance sheets at fair value based on
dealer quotes.

Investment Securities and Investment Securities Pledged as Collateral

Marketable securities are carried on the accompanying consolidated balance sheets at their fair value
based upon quoted market prices.

Bank Debt. Collateralized Indebtedness, Notes Pavyable, Senior Notes and Debentures and Senior
Subordinated Notes and Debentures .

The fair values of each of the Company's debt instruments are based on quoted market prices for the same
or similar issues or on the current rates offered to the Company for instruments of the same remaining
maturities.

Interest Rate Swap Agreements

Interest rate swap agreements are catried on the accompanying consolidated balance sheets at fair value
based on valuations provided by a derivative valuation system using current market interest rate data.
These values represent the estimated amount the Company would receive or pay to terminate agreements,
taking into consideration current interest rates. :
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The fair value of the Company's debt instruments are summarized as follows:

December 31, 2005

Carrying Estimated
Amount Fair Value
Debt instruments:
BanK debl...ocviiiriiiciieictereie ettt n sttt ear st easanis $1,851,500 $1,851,500
Collateralized IndebtedneSS. . .coveiiiiiiiirieeiee ettt be et snne e 1,170,126 1,171,731
Senior notes and debentures...........ccoceevveerienecen e b e 5,992,760 5,888,636
Senior subordinated notes and debentures .........coccvcevvveeiiieriieieve v e 746,621 819,982
NOtes Payable.......coeiriii i 15,905 15,778
$9,776,912 $9,747,627
December 31, 2004

Carrying Estimated
Amount Fair Value

Debt instruments: _ '
BanK dEbt....cooovieireoecice ettt ettt ettt ettt v ereeeas $ 2,489,887 $ 2,489,887
Collateralized INAebtednesS. ... ..ooviiiiviiiieeiee ettt e eee s s areesane 1,553,427 1,582,422
Senior notes and debentures................. et e n e e et ebe s 5,991,564 6,374,401
Senior subordinated notes and debentures ..........cocouevviivieiieiiieciie s 746,231 836,748
NOTES PAYADIE ...cveiieiiiit ettt e 150,000 150,000

$10,931,109 $11,433,458

The Company currently consolidates a 60% majority-owned interest in a limited-life partnership. The
estimated liquidation value of the 40% minority interest is approximately $106,000 and $114,000 as of
December 31, 2005 and 2004, respectively, compared to the carrying value of such minority interest of
$53,820 and $53,470, respectively.

Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument. These estimates are subjective in nature and involve
uncertainties and matters of significant judgment and therefore cannot be determined with precision.
Changes in assumptions could significantly affect the estimates.

NOTE 20. SEGMENT INFORMATION

The Company classifies its business interests into three segments: Telecommunications Services,
consisting principally of its video, high-speed data, Voice over Internet Protocol and its commercial data
and voice services operations; Rainbow, consisting principally of interests in national and regional cable
television programming networks, including AMC, The Independent Film Channel, WE: Women's
Entertainment, fuse and the VOOM HD Networks; and Madison Square Garden, which owns and
operates professional sports teams, regional cable television networks and an entertainment business.
Beginning in the first quarter of 2005, the VOOM HD Networks have been included in the Rainbow
Segment. Those channels were previously included in the Rainbow DBS segment which has been
discontinued. Prior period segment information has been reported on a comparable basis.

The Company's reportable segments are strategic business units that are managed separately. The
Company evaluates segment performance based on several factors, of which the primary financial
measure is business segment adjusted operating cash flow (defined as operating income (loss) before
depreciation and amortization (including impairments), stock plan income or expense and restructuring
charges or credits), a non-GAAP measure. The Company has presented the components that reconcile
adjusted operating cash flow to operating income (loss), an accepted GAAP measure. Information as to
the operations of the Company’s business segments is set forth below.
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Years Ended December 31,
2005 2004 2003

Revenues. net from continuing operations

Telecommunications SEIVICES ......cvivvvereeevrireirieereereersereseeenes $3,606,765 $3,123,956 $2,715,298
RAINDOW.....ooiioeici ettt ettt ere e v ren 828,994 923,894 610,417
Madison Square Garden .......c.ocoovivveerieeiinenienirceie e 804,395 778,754 771,986
ALLOEr (8 oo 85,385 86,765 84,447
Intersegment eliminations...........ccoeeirrorivererencnernnnrieneeneenes (149,628) (163,332) (158,939)
$5,175,911 $4,750,037 $4,023,209

(@)  Represents net revenues of Clearview Cinemas and PVI Virtual Media, which was consolidated in the second
quarter of 2004 in accordance with FIN No. 46. In May 2005, Cablevision exchanged its 60% interest in PVI
Latin America for the 40% interest in the rest of PVI that it did not already own.

Intersegment eliminations are primarily affiliate revenues recognized by our Rainbow and MSG segments
from the sale of cable network programming to our Telecommunication Services segment.

Years Ended December 31,

2005 2004 2003
Intersegment revenues
Telecommunications SETVICES ....ccoveverrrvereininieesereeie e $ 2,420 $ 7,123 $ 5,197
RAINDOW ..ottt et eane e s 48,547 62,650 50,105
Madison Square Garden ............coviviiiiiviniie 98,661 93,559 103,637
$149,628 $163,332 $158,939

Reconciliation (by Segment and in Total) of Adjusted Operating Cash Flow to Operating Income
(Loss) from Continuing Operations

Years Ended December 31,

2005 2004 2003
Adjusted operating cash flow from continuing
operations (unaudited) '
TelecommuNICAtIONS SEIVICES .vvcvivriveereerrirreireieerereesreesrasens $1,412,199 $1,226,790 $1,046,158
RAIIDOW ..ot ee e er st n et 157,863 95,522 56,145
Madison Square Garden ..........ccoceoeimieeieinnienieireeecne [T 120,440 170,057 67,626
All Other ®)__...... vttt et s e sttt R st (77,494) (67,411) (47,485)
$1,613,008 $1,424 958 $1,122,444
Years Ended December 31,
2005 2004 2003
Depreciation and amortization (including impairments)
included in continuing operations ‘ ' )
Telecommunications ServICes ........coevvveecuriereeeeimrnernniens § (843,177) $ (786,485) $(780,671)
RAINDOW. ..ottt ettt e s ere s aenrae (114,090) (213,161) (91,520)
Madison Square Garden ........ccccccevrviiinieeicnniinieccs (62,834) (45,445) (52,273)
ATLOhEr (0 et (64,203) (92,849) (118,386)

$(1,084304)  $(1,137,940) _ $(1,042,850)
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Years Ended December 31,

2005 2004 2003
Stock expense included in continuing goperations .
Telecommunications SErvices .......ccccrviivmernoniiiiiicccrcnnes $(14,009) $(16,478) $(22,529)
RAINDBOW ..ottt era e s e b e sae et eae e (6,488) (7,905) (10,498)
Madison Square Garden ............ccoovvviiiiecncniniceeenen (3,990) - (3,441) (7,119)
ALLOher () ..o et (2,212) (6,490) (2,304)
$(26,699) $(34,314) $(42,450)
Years Ended December 31,
2005 2004 2003
Restructuring credits (charges) included in continuing
operations
Telecommunications SEIVICES ........cvurcerererrrererercrevrrrseeeeeeenes $(295) $ (736) $(2,923)
RAIIDOW ...ooveiveie ettt ece et sva et vaesb s s ere et rba e eseanes (104) (909) 48
Madison Square Garden ......c.cocoocvrrrecreeneenereneciienee " (366) (4,146) (3,735)
ALOther oo 1,198 5,640 (4,115)
$ 433 $ ({151 $(10,725)
Years Ended December 31,
2005 2004 2003
Operating income (loss) from continuing operations
TelecoOMMUNICAtIONS SETVICES .vvvvvvivieriiimisiriarirsseesererirareressees $ 554,718 $ 423,091 $ 240,035
RAINDOW.....viiciiece ettt et st 37,181 (126,453) (45,825)
Madison Square Garden ...........ccccverereriitineeeeiiinnnenin s ‘ 53,250 117,025 4,499
ALLOther (0) .o (142,711) (161,110) (172,290)
$ 502,438 $ 252,553 $ 26,419
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A reconciliation of reportable segment amounts to the Company's consolidated balances is as follows:

Years Ended December 31,

2005 2004 . 2003
Operating income (loss) from contmumg operations
before income taxes
Total operating income for reportable segments ...................... $ 645,149 $413,663 $ 198,709
Other operating 105 (®)...........ccooovoiiririiiieecer e, (142,711) (161,110) (172,290)
Operating INCOME .......cocoverirreeri et 502,438 252,553 26,419
Items excluded from operating income (loss): ‘ ‘
INEETESt EXPENSE. ..vvvrvrvirerisesesreeeessaseieesieeeesesesesesse st ensesenanaes (764,513) (721,008) (615,668)
Interest iINCOME..vvvveerieernrenen. et eeerasathaeerresontareeenrtaaesernnntes 17,002 8,568 10,899
Equity in net income (10ss) of affiliates ..........coorevriverreeenns 3,286 (12,991) - 429,732
Gain (loss) on sale of programming and affiliate interests,

DIBL ..o ences s e 64,968 2,232 (13,644)
Gain (loss) on INVeStMents, Net.........cocccrirrevereneenieiniceniens (138,312) 134,598 235,857
Write-off of deferred financing costs.....covvvninininlovincencnn, - - (18,961) (388)
Gain (loss) on derivative contracts, Net...........ccococevvenieen. 119,180 (165,305) (208,323)
Loss on extinguishment of debt ... - (78,571) -
MINOTILY INEELESES ....evvveisiseseeienrice et (5,034) (65,568) (116,950)
MiSCEllAnEOoUS, NEL......cviveererririeerereireie e e 651 46 3,719

Loss from continuing operations before income taxes ..... $(200,3 34) $(664,407) $(248 347) ‘

(b)  Includes the operating results of Clearview Cinemas, PVI V1rtua1 Media and unallocated corporate general,
and administrative costs. It also includes costs allocated to Fox Sports Net Ohio, Fox Sports Net Florida and
Rainbow DBS (distribution operations) that were not eliminated as a result of the disposition or shut down of
these businesses.

(¢) = Includes expenses and/or credlts relating to Clearview Cinemas, PVI Virtual Media, certain corporate
expenses/credits and certain costs allocated to Fox Sports Net Ohio, Fox Sports Net Florida and Rainbow
DBS (distribution operations) that were not eliminated as a result of the disposition or shut down of these

businesses.
December 31,
2005 2004
Assets .
TelecOMMUNICAtIONS SETVICES ....cvvvarrreerierrnii et eterit st eses et ebe e sens '$4,567,827 $4,575,985
RAIIDOW . oottt ettt ettt et et et e bt e te bttt e s reeseeebtsteeerbestaseeeestaenteseserenes 2,576,044 3,078,389
Madison Square Garden .........coovvcvviiciriiircee st e 1,893,525 1,821,500
Corporate, other and intersegment eliminations ...........cccccovvvriirncinereeeinennnn, 799,556 1,491,796
ASSELS NEId FOT SALE ..ottt st re et et sreasnn et e ans 7,557 436,852
$9,844,509 $11,404,522
Years Ended December 31,
2005 2004 2003
Capital Expenditures
TeleCOmMMUNICAHIONS SEIVICES c.veeveeeeireeereriereeeeeeeoreeeeeerenanens $695,327 $621,480 $775,441
RAINDOW. .ottt et ree s s ea e e e 29,063 44313 44,106
Madison Square Garden ..........cocovivenniieiniic 20,993 12,153 6,578
Corporate and Other .........ccvviiiniiiii e, 23,909 19,568 5,962
$769,292 $697,514 $832,087

Substantially all revenues and assets of the Company's reportable segments are attributed to or located in
the United States primarily concentrated in the New York metropolitan area.
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NOTE 21. INTERIM FINANCIAL INFORMATION (Unaudited)

The following is a summary of selected quarterly financial data for the years ended December 31, 2005
and 2004: ,

2005: March 31, June 30, September 30, December 31, Total
2005 2005 2005 2005 2005

Revenues, net................ $1,213,198 $ 1,231,967 $1,243,201 $ 1,487,545 $5,175,911
Operating expenses....... (1,138,299) (1,124,390) ~(1,136,021) (1,274,763) (4,673,473)
Operating income.......... $ 74,899 $ 107,577 $ 107,180 $ 212,782 $ 502,438
Income (loss) from

continuing '

operations ................ § (88,889) $ (18,088) $ (63,307) § 49,351 $ (120,933)
Income (loss) from

discontinued :

operations ................ (30,046) 240,109 427 4,743 215,233
Income (loss) before

extraordinary item ... (118,935) 222,021 (62,880) 54,094 94,300

Extraordinary loss on
investment, net of

Net income (105).......... $ (118935) _§ 222,021 $ (62,880) S 54,094 94,300

©n

Basic income (loss) per
share:
Income (loss) from
continuing '
operations ................ $ (031
Income (loss) from
discontinued
operations ................ 3 (0.10)
Net income (loss).......... $ (0.41)

Diluted income (loss)
per share:
Income (loss) from

continuing

operations .........c.... 5 (0.31)
Income (loss) from

discontinued

operations................ §  (0.10)

Net income (loss).......... $ (0.41)
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2004: March 31, June 30, September 30, December 31, Total
: _ 2004 2004 2004 2004 2004
Revenues, net ............... $ 1,146,570 $ 1,163,582 $1,117,485 $ 1,322,400 $ 4,750,037
Operating expenses ...... (1,141,571) (963,373) (1,017,987) (1,372,553) (4,497,484)
Operating income ‘ ’ ' ‘
(1088) ecrerrrerernnecnianns $ 4999 . $ 198,209 $ 99,498 $ (50,153) $ 252,553
Loss from continuing ,
operations ............... $ (100,447) $ (155,688) $ (42,245 $ (171,219) $ (469,599)
Loss from discontinued o ‘ '
Operations ............... (12,097 (31,423) - (20,930) (134,607 . (199,057)
Loss before A
© extraordinary item ..~ (112,544) (187,111) (63,175) (305,826) (668,656)
Extraordinary loss on o :
investment, net of A :
TAXES...cvver e evnesinene (7,436) - - - (7,436)
Net 1088 .ooerraeerernnnne $ (119,980) $ (187,111 $ (63,175  § (305,826) $ (676,092)

Loss per share:
Basic and diluted loss
from continuing

OPErations .........c..... $ (0.35) $ (0.54) $ (015 3 {0.60) $§ (164
Basic and diluted loss .

from discontinued '

operations .............. $ (0.04) $ (0.1 $ {0.07) 3 (0.47) $ (0.69)
Basic and diluted net ;

0SS vt $ {0.42) $ {0.65) $ {0.22) $ {1.06) $ (2.36)

First quarter 2004 results include an extraordinary loss on investment, net of tax of $7,436 or $(0.03) per
share (see Note 3).

NOTE 22. OTHER MATTERS

In the second quarter of 2004, Madison Square Garden received $54,052 in cash in connection with the
New York Mets' notice of termination of their broadcast rights agreement with Madison Square Garden.
The termination of the rights agreement was effective at the end of the 2005 baseball season. As a result
of the termination notice, the Company recorded a reversal of a purchase accounting liability of $41,788
related to this broadcast rights agreement. These items have been reflected as other operating income in
the Company's 2004 consolidated statement of operations.

On July 29, 2005, the National Basketball Association ("NBA") and the National Basketball Players
Association entered into a new 6-year Collective Bargaining Agreement ("NBA CBA") with the NBA's
option to extend it to 7 years. Among other changes, the new NBA CBA changed the way luxury tax on
player salaries is calculated. Under the expired NBA CBA, if the relationship of leagne-wide player
salaries to defined league-wide basketball related income ("BRI") exceeded a specified percentage, teams
whose salaries exceeded this specified percentage of BRI (team tax trigger) were required to pay a dollar-
for-dollar luxury tax to the extent its salaries exceeded the team tax trigger. Under the new NBA CBA,

teams pay a dollar-for-dollar luxury tax each year in which they exceed the team tax trigger, regardless of
the relationship of league-wide player salaries to BRI. While Madison Square Garden did not pay a
Juxury tax for the 2004-2005 season, it did pay approximately $35,000 for the 2003-2004 season. Based
on the new NBA CBA, Madison Square Garden anticipates paying a luxury tax for the 2005-2006 season
(the amount was estimated to be approximately $35,000 at December 31, 2005). In the third quarter of
2005, Madison Square Garden accrued $12,900 in luxury tax for a player who had previously been
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waived but whose salary for the 2005-2006 and 2006-2007 seasons will nevertheless be subject to luxury
tax under the new NBA CBA. When the season began, in the fourth quarter of 2005, Madison Square
Garden began accruing its estimated luxury tax for its other players for the 2005- 2006 season.

Effective September 16, 2004 the National Hockey League ("NHL") commenced a lockout of the players
in support of its attempt to reach a new collective bargaining agreement with the National Hockey League
Players' Association ("NHL Players' Association"). The parties failed to reach an agreement after several
negotiating sessions and on February 16, 2005, the NHL announced that it had cancelled the 2004-2005
season. On July 22, 2005, the NHL and NHL Players' Association executed a 6-year collective
bargaining agreement ("NHL CBA") ending the lockout. The NHL Players' Association has the right to
terminate the NHL CBA after 4 years or extend it to 7 years. The new NHL CBA includes an automatic
24% salary reduction for existing player contracts and establishes a team salary cap for each season based
on a percentage of hockey-related revenues. The team salary cap for the 2005-2006 season is
approximately $39,000. The new NHL CBA also provides for a revenue sharing system by which the top
ten teams in terms of gross preseason and regular season revenue (as defined in the NHL CBA), will be
required to contribute to a fund which will be distributed to other teams under certain circumstances. The
Company currently expects that its NHL team will be one of the top ten revenue teams in the NHL in
2005/06 and will be required to contribute approximately $4,400 to the revenue sharing fund.

In October 2004, Fox Sports Net Chicago's agreements with two major suppliers of distribution rights to
certain live sporting events were terminated. Fox Sports Net Chicago expects to continue its operations
with other sports programming content. Fox Sports Net Chicago's revenues have declined substantially as
a result of the termination by two of its significant customers that declined to carry Fox Sports Net
Chicago without these distribution rights agreements and due to an ongoing affiliation agreement dispute
with a cable operator who has stopped making payments.

On September 29, 2005, AMC and Time Warner Entertainment, L.P. settled existing litigation whereby
the Company simultaneously entered into 11 separate agreements with Time Warner. These agreements
included amendments and enhancements to existing affiliation agreements for some of the Company's
programming services and new affiliation agreements and new distribution for other programming
services of the Company. The amendments included a long-term extension of Time Warner's affiliation
agreement with AMC with rate and positioning terms that are favorable to AMC. Because of the long-
term benefits to the'Company from the extension and enhancement of the AMC agreement, substantially
all of the required payments ($74,000 is payable to Time Wamner over the 2005-2007 period) attributable
to AMC have been capitalized as deferred carriage fees and will be amortized as a reduction to revenue
over the remaining 13 year life of the extended AMC agreement. .

On June 19, 2005, the Company received a proposal from the Dolan family group to acquire the
outstanding, publicly-held interests in the Company following a pro rata distribution to all Company
stockholders of Rainbow Media Holdings. The Company's Board of Directors appointed a special
transaction committee of independent directors to review the proposal. The special transaction committee
retained Lehman Brothers Inc. and Morgan Stanley as its financial advisors and Willkie Farr & Gallagher
LLP as its legal counsel. On October 24, 2005, Cablevision received a letter from the Dolan family group
withdrawing the June 19, 2005 proposal to acquire the outstanding, publicly-held interests in the
Company following a pro rata distribution of Rainbow Media Holdings. In this letter, the Dolan family
group also recommended that the Company's Board of Directors consider the declaration of a $3 billion
one-time, special dividend payable pro rata to all stockholders.

On October 31, 2005, Cablevision's Board of Directors authorized management to take all steps that
would be necessary to implement a $3 billion special dividend payable pro rata to all stockholders subject
to (i) satisfying applicable legal standards, (ii) obtaining the necessary financing on terms and conditions
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CABLEVISION SYSTEMS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

acceptable to the Board, (iii) establishment by the Board of the record date, payment date and “final
dividend declaration of the special dividend in accordance with applicable New York Stock Exchange
requirements, and (1v) final Board approval after completion of its ongoing analysis of the proposed
d1v1dend

In December 2005, the Company announced that during the course of preparing for the financing of its
proposed special dividend, it ascertained that there were certain technical covenant violations under the
Company's existing bank credit agreement and certain possible technical covenant violations under other
debt instruments. The Company immediately began a comprehensive covenant compliance review,
including seeking waivers under its bank credit agreement and seeking waivers under its other debt
instruments, if required. As a result of these matters on December 18, 2005, the Company's Board of
Directors decided not to proceed with the proposed special dividend or an announced senior note offering.

On January 31, 2006, the Company completed . the comprehensive debt covenant compliance review
discussed above. See Note 9. ‘ '

The Company's Board of Directors is expected to begin reconsideration of a possible special dividend at
its regularly scheduled meeting in March 2006. There can be no assurance that the Board will decide to
move forward with a special dividend or as to the size or timing of any dividend. If the Board of
Directors of Cablevision declares a special dividend, all of the funds to pay that dividend will have. to be
raised from new bank borrowings and/or issuance of new debt securities.

NOTE23.  SUBSEQUENT EVENTS

On February 24, 2006, CSC Holdings entered into a $2,400,000 replacement bank facility ("New
Restricted Group Credit Facility") which was used to refinance its existing Credit Agreement in its
entirety. The three components of the New Restricted Group Credit Facility are direct obligations of CSC
Holdings, are guaranteed by most Restricted Group subsidiaries and are secured by the pledge of the
stock of the substantial majority of Restricted Group subsidiaries. Each of the revolving credit facility
and the two term loans mature in February 2012. The $1,000,000 revolver has no interim amortization
while the $1,000,000 term A-1 loan has amortization payments of 0% in year one, 5% in each of years
two and three, 25% in each of years four and five, and 40% in the final year. The $400,000 term A-2 loan
is subject to quarterly amortization payments totaling 1% each year. Principal financial covenants include
(1) maximum total leverage of 7.50 times cash flow through September 30, 2006 stepping down to 7.25
times in the event the Company pays a special dividend to Cablevision or 6.25 times in the event no
spec1a1 dividend is made with, in each case, subsequent stepdowns over the life of the facility and
(ii) minimum ratios for cash flow to interest expense and cash flow to debt service expense. These
covenants and restrictions on the permitted use of borrowed funds may limit our ability to utilize all of the
undrawn funds. Additional covenants include limitations on liens and the issuance of additional
indebtedness. There are generally no restrictions on investments that the Restricted Group may make,
provided it is not in default. The Restricted Group can make distributions or other restricted payments so
long as.CSC Holdings is not in default but there is a limitation (initially $200,000) on restricted payments
during any period when the cash flow leverage ratio is greater than 6.75 times through September 30,
2006 and 6.0 times thereafter. The $200,000 limitation does not apply to restricted payments used by
CSC Holdings to make scheduled payments of principal or interest on its indebtedness.
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Report of Indeneﬁdeht Registered Public Accounting Firm

The Board of Directors and Stockholder
CSC Holdings, Inc.:

We have audited management's assessment, included in the accompanying Management's Report on
Internal Control Over Financial Reporting, that CSC Holdings, Inc. maintained effective internal control
over financial reporting as of December 31, 2005, based on criteria established in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). CSC Holdings, Inc.'s management is responsible for maintaining effective internal

control over financial reporting -and for its assessment of the effectiveness of internal control over
financial reporting. Our responsibility is to express an opinion on management's assessment and an-
opinion on the effectiveness of the Company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects.  Our audit included obtaining an understanding of internal control over financial reporting,
evaluating management's assessment, testing and evaluating the design and operating effectiveness of
internal control, and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company's internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, management's assessment that CSC Holdings, Inc. maintained effective internal control
over financial reporting as of December 31, 2005, is fairly stated, in all material respects, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). Also, in our opinion, CSC Holdings, Inc.
maintained, in all material respects, effective internal control over financial reporting as of December 31,
2005, based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).




We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets of CSC Holdings, Inc. and subsidiaries as of
December 31, 2005 and 2004, and the related consolidated statements of operations, stockholder's
deficiency and comprehensive income (loss), and cash flows for each of the years in the three-year period
ended December 31, 2005, and our report dated March 1, 2006 expressed an unqualified opinion on those
consolidated financial statements. Our report dated March 1, 2006 refers to the adoption of the provisions
of Statement of Financial Accounting Standards No. 150, Accounting for Certain Financial Instruments
with Characteristics of Both Liabilities and Equity, in the year ended December 31, 2003.

/s/ KPMG LLP

Melville, New York
March 1, 2006
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder
CSC Holdings, Inc.:

We have audited the accompanying consolidated balance sheets of CSC Holdings, Inc. and subsidiaries as
of December 31, 2005 and 2004, and the related consolidated statements of operations, stockholder's
deficiency and comprehensive income (loss), and cash flows for each of the years in the three-year period
ended December 31, 2005. In connection with our audits of the consolidated financial statements, we
also have audited the financial statement schedule listed in Item 15(a)(2). These consolidated financial
statéments and financial statement schedule are the responsibility of the Company's management. Our
responsibility is to express an opinion on these consolidated financial statements and financial statement
schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement preséntation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of CSC Holdings, Inc. and subsidiaries as of December 31, 2005 and 2004,
and the results of their operations and their cash flows for each of the years in the three-year period ended
December 31, 2005, in conformity with U.S. generally accepted accounting principles. Also in our
opinion, the related financial statement schedule, when considered in relation to the basic consolidated
financial statements taken as a whole, presents fairly, in all material respects, the information set forth
therein.

As discussed in Note 11 to the consolidated financial statements, the Company adopted the provisions of
* Statement of Financial Accounting Standards No. 150, Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equity, in the year ended December 31, 2003.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of CSC Holdings, Inc.'s internal control over financial reporting
as of December 31, 2005, based on criteria established in Internal Control-Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report
dated March 1, 2006 expressed an unqualified opinion on management's assessment of, and the effective
operation of, internal control over financial reporting.

/s/ KPMG LLP

Melville, New York
March 1, 2006
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
CONSOLIDATED BALANCE SHEETS
December 31, 2005 and 2004
(Dollars in thousands)

2005 2004
ASSETS
Current Assets; ’
Cash and cash eqUIVALENES........ccocvvrererriiiereciis et s e $ 394,969 $ 771,479
RESIICIEA CASR ..ottt ee sttt e s e tet e sereesetenesassrasesesasaesasesenen 8,454 144,444
Accounts receivable, trade (less allowance for doubtful accounts of $18,807
ANA $16,312) ittt sttt s b s b st s es bt ne ke nreebe e 421,950 378,936
Notes and Other TECEIVADIES ....cvivivviiiiciieriiitcee it s rer e seesresbeesseseseneees - 74,141 121,821
THVESIMEIIL SECUITIES .. vveivviirreiriveeeeieeieeosiieeireesoteasstossiessbessssresseestassbeesbenssensensrens 647 3,819
Prepaid expenses and other CUITENT @SSELS......c..veviecrerrrineeriresueiererieneneneneennenns 98,921 - 82,027
Feature film inventory, MEt.....c.cociiiireiiii s cerrcre e es e st e sneeneons 108,607 107,860
DeferTed tAX @SSEL...uiiiieiii ittt cresber s sestreeses e nesaeeebaonseenbaesree st nebessteens 58,181 124,528
AdVanCes 10 AffIHALES .......ooivui it ettt csbeeeetre s s rvsesbseerabe s sarenesssebrenenes 121,128 6,890
Investment securities pledged as collateral ...........coocvcvvrcreennne e, 723,476 327,180
DIETIVALIVE COMMTACTS 1oiivvviiiiirereiiriiereeisneessreessenraessseeesssesessseraessarsasssssssansasssenns 268,539 193,682
Assets held forsale ..o s e 7,557 124,698
TOtal CUITENT ASSELS ..oovviiveicirietieeveerreere et sere et e e st et e reteesresee st aabeenessrmsenreene 2,286,570 2,387,364
Property, plant and equipment, net of accumulated depreciation of $5,494,994
AN $4,676,327 vttt et ee sttt eb et ere et e e nes 3,868,077 4,013,814
" TNVEStMENTS 10 ATFILALES ...vevvvreieeeere e eee st erers et ee e e nees s bbb nne 39,463 27,300
Investment securities pledged as collateral...........coccvuevevvivncrnrenennernecnniiienens 199,430. 819,441
Notes and Other TECEIVADIES .......ovveiviiiiiiie ittt s st eerees e sebesesre s ansaesiee s 42,987 46,892
DETIVALIVE COTTACES c.veeeeireeeeteeee e eseeeseeeseeeee st eaaesereseesseeos et sssanesasortesestressrsasenens 109,207 290,686
T BSSEES . .eiiiirerrrrriier et ieiiir et ies s et o tersrbe st sesesasanreeessesestebetesssessntsessssbesesnerestaeasaesas 83,801 72,230,
Long-term feature film inventory, NEt ........ccovviisievevecieninnne e, 378,502 350,472
Deferred carriage fEes, NEL......c.cuveriiiiieirreriece sttt e ns 188,135 108,233
FranchiSes ...cviieiieict ettt bt s s e st 731,848 731,848
Affiliation, broadcast and other agreements, net of accumulated amortization of
$349,732 and $348,375 . eoi ittt st et 519,363 485,118
Other intangible assets, net of accumulated amortization of $68, 192 and
B50,417 oottt et et bestb ettt s et b et e e erserebes 388,622 168,933
Excess costs over fair value of net assets acquired..........cooeeveverrivenceennnenneenennns 996,338 1,446,294
Deferred financing and other costs, net of accumulated amortization of $77,014
and $60,697 ......oovviriiereerieeer e et e bbbt ie e et e rerene b et es 97,285 103,719
ASSELS Neld TOr SALE ....iiiiiiri it et - 312,154
: $9,929,628 $11,364,498

See accompanying notes to
consolidated financial statements
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
CONSOLIDATED BALANCE SHEETS (continued)
December 31, 2005 and 2004

(Dollars in thousands, except share and per share amounts)

2005

2004
LIABILITIES AND STOCKHOLDER'S DEFICIENCY
Current Liabilities:
ACCOUNES PAYADIE ......oveeee vttt ettt ettt st a s st er bttt naa bt sseasas $ 373,362 $ 345,178
Accrued liabilities
IDEETESE 1.venveveetere et es et et et ettt n et s aes et sk et e et b e e ne e n e sn stk be e eae e et et 149,083 146,606
Employee related costs 288,751 281,550
Other accrued expenses 479,096 450,923
Accounts payable to affiliates................... 1,467 869
Deferred revenue .....cc.oooeveevvinincneinnne 140,723 122,297
Feature film and contract obligations 112,817 106,503
Liabilities under derivative contracts 101,580 12,775
Current portion 0f bank debt..........ccvcciiiiiicn e 8,560 5,387
Current portion of collateralized indebtedness 857,774 617,476
Current portion of capital lease-obligations ...... 8,586 11,581
Notes payable........cooovnincconcinnienns 8,438 -
Liabilities held for sale .......cccovvvicvceennnncn - 7,468
Total Current Habilities. ......c..oveiveivereriereerinisie et etsaesesns 2,530,237 2,108,613
Feature film and contract obligations 351,673 358,209
Deferred revenue .............ccocoevveieeiniieennne 16,219 13,648
Deferred tax liability 87,739 19,668
Liabilities under derivative contracts 17,571 151,102
Other long-term Habilities ..o 361,018 263,819
Bank debt, JONZ-terM ....c.c.ovvcoiiiiiimieeiee ettt e e 1,842,940 2,484,500
Collateralized indebtedness - 312,352 935,951
Senior notes and debentures 4,492,760 4,491,564
Senior subordinated notes and debentures 746,621 746,231
Notes payable ....cocviveiccinircinics s 7,467 150,000
Capital lease 0bligationS ..........civiiiiiiiriiinii e 51,201 59,982
Deficit investment in affiliates...........ccocevririniinicic e e - 59,913
MINOTILY IAEEIESES ....vvieieceieeceict e scace et osen e s et e eeeaenes 55,190 685,877
TOtAl HADIIIEIES ... cvevevieiciceveiisees e er e er e sb s s ettt ettt se e ss et b bess s e 10,872,988 12,529,077
Commitments and contingencies
Stockholder's deficiency:
Series A Cumulative Convertible Preferred Stock, 200,000 shares authorized, none
ISSUEM ... veeeriiee s eeete et e ettt e eve e bt es et e s eee e e e st e et e e te et e b ante e e e e e E e ne s E e b s ba e nae e s baersenn - -
Series B Cumulative Convertible Preferred Stock, 200,000 shares authorized, none
ISSUEd vecverrinrecrrnrrnierrenncnns e er bttt b et bt et et e a b b e s R bt e bt ene bt e reabasenna - -
8% Series D Cumulative Preferred Stock, $.01 par value, 112,500 shares authorized,
none issued ($100 per share liquidation preference)...........oocomveecvviiniiirniccicene, - .
Common stock, $.01 par value, 10,000,000 shares authorized, 9,529,987 and
6,429,987 shares issued 95 64
Paid-in capital ... 2,327,216 2,274,294
Accumulated deficit (3,267,109) - (3,435,002)
(939,798) (1,160,644)
Accumulated other cOmMPrehensive L0SS ... .ccvvvvrrririemiicciniiei e (3,562) (3,935)
Total stockholder's defICIENCY........oooviiiriiiniiiire et (943,360) (1,164,579)
$9,929,628 $11,364,498

See accompanying notes to
consolidated financial statements
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended December 31, 2005, 2004 and 2003
(Dollars in thousands)

See accompanying notes
to consolidated financial statements.
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2005 2004 2003
REVENUES, NEL...c.oiviiiiiieiieiete et et $5,175,911 $4,750,037 $4,023,209
Operating expenses:

Technical and operating (excluding depreciation,

amortization and impairments shown below)................... 2,297,037 2,262,694 1,864,579
Selling, general and administrative .......c..cocvveniveneienrenen, 1,292,565 1,192,457 1,083,394
Other operating INCOME. .....c.ccovoviuniiumreiernrnseirnsse e - (95,758) (4,758)
Restructuring charges (Credits) .....coevvvrnininninnniieiienina, (433) 151 10,725
Depreciation and amortization (including impairments)....... 1,084,304 1,137,940 1,042,850

‘ 4,673,473 4,497,484 3,996,790
Operating iNCOME .......ooveeerrveeerccrererennes e s 502,438 252,553 26,419
Other income (expense):

INLEreSt EXPENSE. ...ivreerereeerrere et itesiets sttt e eraasaanas (640,015) (635,960) (615,668)

INtErest INCOME ..cviivviieeeciieie et 16,913 8,568 14,689

Equity in net income (loss) of affiliates ... 3,286 (12,991) 429,732

Gain (loss) on sale of programming and affiliate interests,

B1EL vkttt naen e bbb 64,968 2,232 (13,644)
Gain (10ss) on investments, Net.......cccoveereincncniencniniennnnn, (138,312) 134,598 235,857
Write-off of deferred financing costs ..o, - (18,961) (388)
Gain (loss) on derivative contracts, Net....c..coccoeverieiecnnnnn, 119,180 (165,305) (208,323)
Loss on extinguishment of debt ..........cccooviniieiiiniicnninnn, - (78,571) ) -
MINOTILY IIETESES 1v-vvevevrereevienreeeriemresisnist s sisseseneas (5,034) (65,568) (24,690)
Miscellaneous, NEt.......ccovereeeeeererereeeiisrenn e 828 46 3,719

_ (578,186) (831,912) (178,716)
Loss from continuing operations before income taxes and

dividend reqUIrements.........oocoeinriiieiisiieiin s (75,748) - (579,359) (152,297)

Income tax benefit (EXPENnse) .......cecviiiiiriiieinvecrieinininennns 28,408 159,683 (28,008)
Loss from continuing operations before dividend _

TEQUITEITIENES ..c.eovveerreni ettt ebessa bbb nienene s (47,340) (419,676) (180,305)
Dividend requirements applicable to preferred stock ............... - - (92,260)
Loss from continuing OPerations .........ccuevvereermierirrrsiaserarannens (47,340) (419,676) (272,565)
Income (loss) from discontinued operations, net of taxes

(including net gain primarily from the Regional

Programming Partners restructuring of $269,428 in 2005

and a net loss of $8,382 on the sale of the retail

electronics business in 2003) ... vveeeiiiininin e, 215,233 (199,057) (22,476)
Income (loss) applicable to common shareholder before

eXtraordinary e . ..c.coovviirreereiiirennns s 167,893 - (618,733) (295,041)
Extraordinary loss on investment, net of taxes ..........cccooeunae. - (7,436) -
Net income (loss) applicable to common shareholder.............. $167,893 $ (626,169) $ (295,041)




CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S DEFICIENCY AND
COMPREHENSIVE INCOME (LOSS)
Years ended December 31, 2005, 2004 and 2003
{Dollars in thousands)

Accumulated
Other
Common Paid-in Accumulated Comprehensive
Stock Capital Deficit Income (Loss) Total
Balance at December 31, 2002 ....... $50 $740,493 $(2,513,792) $(1,790) $(1,775,039)
NEt10SS c.vovieiiercrireecei e - - (202,781) - (202,781)
Minimum pension liability :
adjustment, net of taxes........... - - - 838 838
Comprehensive 10s$ ................ (201,943)
Tax benefit related to stock :
OPLIONS wovvversiecnr e - 1,165 - - 1,165
Preferred dividend
TEQUITEMENtS .o - - (92,260) - (92,260)
Net contributions from
Cablevision ........cccoevevvrvveennn. 3 63,070 - - 63,073
Issuance of Cablevision
restricted stock to employees.. - 25,073 - - 25,073
Balance at December 31,2003 ....... 53 829,801 (2,808,833) (952) (1,979,931)
NEt10SS covvirreiirririierr e - - (626,169) - (626,169)
Minimum penston liability
adjustment, net of taxes........... - - - (2,792) o (2,792)
Foreign currency translation,
net of taXes...oovoieinenciinns - - ' - (191) asn
Comprehensive loss ................ (629,152)
Tax benefit related to stock
OPHIONS ... - - 813 - - 813
Net contributions from
Cablevision .........ccocovoveerevennen. 11 1,413,220 - - 1,413,231
Issuance of Cablevision )
restricted stock to employees.. - 30,460 - - 30,460
Balance at December 31, 2004 ....... 64 2,274294 (3,435,002) (3,935) (1,164,579)
Net income.........ccevveeeiieerennan, - - 167,893 - 167,893
Minimum pension liability
adjustment, net of taxes .............. - - - 182 182
Foreign currency translation, net
OF tAXES. vt - ' - - 191 191
Comprehensive income ‘ 168,266
Tax benefit related to stock
OPHIOMS -eeeieeiiernverccircececenreenannen - 4,107 - - 4,107
Employee and non-employee
director stock transactions........... - 32,112 - - 32,112
Gain on issuance of member's
interest by subsidiary, net ........... - 10,397 - - 10,397
Contribution from shareholder........ - 6,337 - - 6,337
Net contributions from
CableVvisSion ............ooovrevverrerrennnn 31 3D - - -
Balance at December 31, 2005 ....... $95 $2,327,216 $(3,267,109) $(3,562) $(943,360)

See accompanying notes
to consolidated financial statements.
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2005, 2004 and 2003
(Dollars in thousands)

2005 2004 2003

Cash flows from operating activities:

Loss from continuing operations before dividend ‘
TEQUITEIMENTS ...eveiveivieeeiicreriereert e sre st s be e $ (47,340) $ (419,676) $(180,305)

Adjustments to reconcile loss from continuing operations
to net cash provided by operating activities:

Depreciation and amortization (including impairments)... 1,084,304 1,137,940 1,042,850
Non-cash other operating inCcome.........c.cccocevecnninreennans - (41,788) -
Equity in net (income) loss of affiliates...........ccccoverrirnnnane. (3,286) 12,991 (429,732)
MINOTItY IEETESES ...vvvieirerieniireie ettt eeerese e e 5,034 65,568 24,690
Loss (gain) on sale of cable assets and programming
IOLETESES, NEL ..vviviiecreiireevteceete st e esrre s ere et re e (64,968) (2,232) 13,644
Loss (gain) on investments, N6t ........cccecververinienenininnns 138,312 (134,598) (235,857)
Write-off of deferred financing Costs ........oovccvvevnvvennnnnnn, - 18,961 388
Loss (gain) on derivative contracts, net.........c.ccooovrrerenen. (156,082) 149,911 178,499
Loss on extinguishment of debt...........coooovvieiininnnnn, - 3,987 -
Stock based compensation eXpense......c..cocoverrveeirrvrrrennnes 28,922 30,460 25,073
Deferred iNCOME taxX .....cccovvevveniiivrerrreeeeseecrees e (37,901) (166,445) 21,236
Amortization and write-off of feature film inventory........ 113,926 192,682 94,806
Amortization of deferred financing, discounts on
indebtedness and other deferred costs........cocvcvvviveneinnnns 80,664 110,459 89,787
Change in assets and liabilities, net of effects of
acquisitions and dispositions: ‘
Accounts receivable trade..........coooeevcerenninneesincneen, . (44,010) (36,564) (28,429)
Notes and other receivables........occvvvivevciiiiiniirieenn, 11,435 (20,763) (9,878)
Note receivable from affiliate..........coovvvvvieviniiinnneniicnnn - 12,877 5,123
Inventory, prepaid expenses and other assets.................... (11,159) 5,259 (30,268)
Advances t0 afflliates ......coovrvviriiiciiie e (114,253) 2,834 81,056
Feature film inventory ..........cccovveecererenesinvecneennns e (142,703) (258,371) (191,723)
Other deferred CostS.........coovrimmcirninire e (99,203) (17.690) (6,235)
Accounts payable ..o : 30,606 11,915 (108,713)
Accrued Habilities......ooooviviieiniiceecs e 86,143 (6,851) 32,663
Feature film and contract obligations ..............c.cccovvvnrnnnnn. (222) 129,777 88,101
Deferred IEVENUE .......cvcouveeevieeee ettt © 23,909 943 2,918
Deferred carriage payable.........ocoovevcviiriencninniinine. 45,371 4,782 (5,268)
MINOTItY INEETESS v.vovvviierrereriicrire ettt sbeneie e 243 (947) (11,060) -
Net cash provided by operating activities ..........cocercrvrirrennn 927,742 785,421 463,366
Cash flows from investing activities:
Capital expenditures..........cooeoiieniiiiinceee e (769,292) (697,514) (832,087)
Payments for acquisitions, net of cash acquired.................... (4,231) (84,738) (179,728)
Proceeds from sale of equipment, net of costs of disposal.... 5,407 (194) 5,906
Decrease (increase) in investments in affiliates, net ............. (420) 32,664 443,391
Proceeds from sale of investment ............oceeveeiecinivei e, - 2,029 -
Decrease (increase) in investment securities and other
IVESHIMENLES c.r.teiie ettt ser e sttt eneereae e 164 61 3,150
Decrease (increase) in restricted €ash ........covvvvererreveverienane 27,342 (35,797) -
Additions to other intangible assets ......c.oocvvvvcnvevenrrinens (12,886) (8,826) (1,881)
Net cash used in investing activities........c.ocvviiiiccrnnniae $ (753,916) $(792,315) $(561,249)

See accompanying notes ,
to consolidated financial statements.
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
Years ended December 31, 2005, 2004 and 2003
(Dollars n thousands)

2003 2004 2003 -
Cash flows from financing activities: _

Proceeds from bank debt ..., § 554,614 $ 3,342,095 $2,328,180
_Repayment of bank debt ......coccooovvineiiincnecn, (1,192,614) (3,209,247) (2,056,908)
Redemption of senior subordmated DOES .vevvereeerrivrenees e - (350,000) ' -
Issuance of SENIOr NOES ...o.cvrieiriiieeiereresecrree e, - 1,293,922 -
Proceeds. from collateralized indebtedness ........ccccoevvvevenen. 210,973 . 125,100 330,728
Repayment of collateralized indebtedness ............coocvccivenenn. (222,623) (121,239) -

Payments on capital lease obligations and other debt ............ (11,956) (16,245) (16,745)
Repayment of note payable..........ccooeviiiccnnniiennnin - - (250,000)
Issuance of preferred stock........cooviiviiiiiicininn - - 75,000
Dividends applicable to preferred stock......c..ccovrcennnnencnn, - - (87,259)
Redemption of preferred stock.........c.coieirnininnnninecnene, - (1,694,622) . -
Capital contribution from CablevisSion.........cc.coevvreririenne, - 1,413,231 63,073
Proceeds from derivate contracts ..........occeeevevvrvveenreeieevenrennn, 6,462 - -
Deemed net capital contribution from shareholder ................ 6,337 : - -
Additions to deferred financing and other costs............c....... (70) (37,970) (14,829)
Distributions to minority Partners .......ccecvveecrvervrereerierernnen, (9,659) (1,748) -
Net cash provided by (used in) financing activities............ (658,536) 743,277 371,240
Effect of exchange rate changes on cash and cash
EQUIVAIBILS ....coveviiercccrc e 191 (181) -
Net increase (decrease) in cash and cash equlvalents from ‘
CONHNUING OPEFAtIONS ....cuvvrirrinriie i e (484,519) 736,192 273,357
Cash flows of discontinued operations (Revised - See
Note 1):
Net cash used in operating activities......... et (67,502) (111,522) (5,835)
Net cash provided by (used in) investing activities ............... 80,174 (84,816) (56,777
Net cash used in financing activities ........ecoovviereeverinrrernenn, - - (9,723)
Net change in cash classified in assets held for sale .............. 95,337 1,624 (48,462)
Net effect of discontinued operations on cash and cash
EQUIVALENTS ...ocvvviic s e 108,009 (194,714) (120,797)
Cash and cash equivalents at beginning of year ....................... 771,479 230,001 77,441
Cash and cash equivalents at end of year ........ccocccevrenvenennne, $ 394,969 $ 771,479 $ 230,001

See accompanying notes

to consolidated financial statements.
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Companv and Related Matters

CSC Holdings, Inc. ("CSC Holdings" or the "Company"), is a wholly-owned subsidiary of Cablevision
Systems Corporation ("Cablevision"). The Company and its majority-owned subsidiaries own and
operate cable television systems and through its subsidiary, Rainbow Media Holdings LLC, have
ownership interests in companies that produce and distribute national and regional entertainment and
sports programming services, including Madison Square Garden, L.P. The Company also owns
companies that provide advertising sales services for the cable television industry, provide telephone
service, operate motion picture theaters, and through April 30, 2005, provided direct broadcast satellite
service. The Company classifies its business interests into three segments: Telecommunications
Services, consisting principally of its video, high-speed data, Voice over Internet Protocol and its
commercial data and voice services operations; Rainbow, consisting principally of interests in national
and regional cable television programming networks, including AMC, The Independent Film Channel,
WE: Women's Entertainment, fuse and the VOOM HD Networks; and Madison Square Garden, which
owns and operates professional sports teams, regional cable television networks and an entertainment
business. '

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its
majority-owned subsidiaries and certain variable interest entities pursuant to FASB Interpretation ("FIN")
No. 46R, Consolidation of Variable Interest Entities. All significant intercompany transactions and
balances are eliminated in consolidation.

Revenue Recognition

The Company recognizes video, high-speed data, Voice over Internet Protocol, and telephony revenues as
the services are provided to subscribers. Installation revenue for our video, consumer high-speed data and
Voice over Internet Protocol services is recognized as installations are completed, as direct selling costs
have exceeded this revenue in all periods reported. The Company classifies amounts billed to its
customers for local franchise and regulatory fees as a component of revenue. :

Our programming businesses recognize affiliate fees from cable and satellite providers as the
programming is provided. Advertising revenues are recognized when commercials are telecast. In some
situations, our programming businesses guarantee certain viewer ratings for their programming. For these
types of transactions, a portion of such revenue is deferred if the guaranteed viewer ratings are not met
and is subsequently recognized by providing additional advertising time.

Revenues derived from other sources are recognized when services are provided or events occur.

Technical and Operating Expenses

Costs of revenue related to sales of services are classified as "technical and operating” expenses in the
accompanying statements of operations.
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

Programming Costs

The Company's cable television business included in the Telecommunications Services segment has
received, or may receive, incentives from programming distributors for carriage of the distributors'
programming. The Company recognizes these incentives as a reduction of programming costs in
technical and operating expense, generally over the term of the programming agreement.

Programming Rights

Rights acquired to broadcast various professional sports teams' events and programming for exhibition on
the Company's networks, are expensed over the contract or license period. Estimated future revenues are
reviewed regularly and write-downs to net realizable value are made as required. Estimates of total gross
revenues can change due to a variety of factors, including the level of advertising rates and subscriber
fees. Accordingly, revenue estimates are reviewed periodically and amortization is adjusted as necessary.

Rights to feature film inventory acquired under license agreemerits along with the related obligations are
recorded at the contract value when a license agreement is executed or the license period has begun.
Costs are amortized to technical and operating expense on the straight-line basis over the respective
license periods. The Company periodically reviews the programming usefulness of feature film inventory
based on a series of factors, including ratings, type and quality of program material, standards and
practices, and fitness of exhibition based on the programming of the individual programming service. Ifit
is determined that substantially all of the films in a film license agreement have no future programming
usefulness and will no longer be exploited, a write-off for the portion of the unamortized cost of the film
license agreement that was attributed to those films is recorded.

Advertising Expenses

Advertising costs are charged to expense when incurred. Advertising costs amounted to $204,037,
$196,841 and $180,046 for the years ended December 31, 2005, 2004 and 2003, respectively.

Restricted Cash

Restricted cash at December 31, 2005 includes approximately $8,500 of cash required by certain
operating agreements and cash collateralized letters of credit for the Madison Square Garden ("MSG")
segment. Restricted cash at December 31, 2004 included approximately (i) $21,000 of cash collateralized
letters of credit entered into by the Rainbow segment for certain programming and operating lease
commitments that were released during 2005, (ii) $14,800 of cash required by certain operating
agreements, cash collateralized letters of credit and an escrow account required by the National Hockey
League (which was released in 2005) entered into by the MSG segment, and (iii) $108,600 received in
exchange for shares the Company owned of AT&T Wireless ("AWE") common stock, representing the
$15 share price paid in consideration of the merger between AWE and Cingular Wireless LLC. The
$108,600 of restricted cash was used to settle the outstanding collateralized indebtedness relating to these
shares in January 2005. '
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

Accounts Receivable

The Company periodically assesses the adequacy of valuation allowances for uncollectible accounts
receivable by evaluating the collectibility of outstanding receivables and general factors such as length of
time individual receivables are past due, historical collection experience, and the economic and
competitive environment. :

Investments

Investment securities and investment securities pledged as collateral are classified as trading securities
and are stated at fair value with unrealized holding gains and losses included in net income (loss).

The Company's interests in less than majority-owned entities in which the Company has the ability to
exercise significant influence over the operating and financial policies of the investee are accounted for
under the equity method. Equity method investments are recorded at original cost and adjusted to
recognize the Company's proportionate share of the investees' net income or losses, additional
contributions made and distributions received and amortization of basis differences. The Company
recognizes a loss if it is determined that an other than temporary decline in the value of the investment
exists.

Long-Lived and Indefinite-Lived Assets

Property, plant and equipment, including construction materials, are carried at cost, and include all direct
costs and certain indirect costs associated with the construction of cable television transmission and
distribution systems, and the costs of new product and subscriber installations. Equipment under capital
leases is recorded at the present value of the total minimum lease payments. Depreciation on equipment
is calculated on the straight-line basis over the estimated useful lives of the assets or, with respect to
equipment under capital leases and leasehold improvements, amortized over the shorter of the lease term
or the assets' useful lives and reported with deprec1at1on and amortization (including impairments) in the
consolidated statements of operations.

Intangible assets established in connection with acquisitions consist of affiliate agreements and affiliation
relationships, broadcast rights and other agreements (primarily cable television system programming
agreements), season ticket holder relationships, suite holder contracts and relationships, advertising
relationships, other intangibles and excess costs over fair value of net assets acquired. These intangible
assets are amortized on a straight-line basis. Excess costs over fair value of net assets acquired
("goodwill") and the value of franchises, trademarks and certain other intangibles acquired in purchase
business combinations which have indefinite useful lives are not amortized.

. The Company reviews its long-lived assets (property, plant and equipment, and intangible assets subject
to amortization that arose from business combinations accounted for under the purchase method) for
impairment whenever events or circumstances indicate that the carrying amount of an asset may not be
recoverable. If the sum of the expected cash flows, undiscounted and without interest, is less than the
carrying amount of the asset, an impairment loss is recognized as the amount by which the carrying
amount of the asset exceeds its fair value.

The Company evaluates the recoverability of its goodwill and indefinite-lived intangible assets annually

or more frequently whenever events or circumstances indicate that the asset may be impaired. Goodwill
impairment is determined using a two-step process.' The first step of the goodwill impairment test is used
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CSC HOLDINGS, INC. AND SUBSIDIARIES
"(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

to identify potential impairment by comparing the fair value of a reporting unit with its carrying amount,
including goodwill. If the carrying amount of a reporting unit exceeds its fair value, the second step of
the goodwill impairment test is performed to measure the amount of impairment loss, if any. The second
step of the goodwill impairment test compares the implied fair value of the reporting unit's goodwill with
the carrying amount of that goodwill. If the carrying amount of the reporting unit's goodwill exceeds the
implied fair value of that goodwill, ‘an impairment loss is recognized in an amount equal to that excess.

The implied fair value of goodwill is determined in the same manner as the amount of goodw111 which
would be recognized in a business combination.

The impairment test for other intangible assets not subject to amortization consists of a comparison of the -
fair value of the intangible asset with its carrying value. If the carrying value of the intangible asset

exceeds its fair value, an impairment loss is recognized in an amount equal to that excess.

Satellite Development Costs

In 2001, Rainbow DBS entered into a contract for the construction of a satellite with Lockheed Martin
Corporation. The contract provided for scheduled payments over a period extending through 2003, as
well as cancellation penalties if the contract was terminated before the satellite was launched. As of
December 31, 2003, payments made under the terms of the contract totaled approximately $255,300. In
connection with the construction of this satellite, the Company capitalized interest of $7,692 for the year
ended December 31, 2003. This satellite was launched in July 2003, therefore no interest was capltallzed
since that date.

Rainbow DBS entered into a satellite procurement contract covering five Ka-band satellites with
Lockheed Martin in November 2004. The construction cost under the contract was approximately
$740,000, subject to certain adjustments. Rainbow DBS had the right to terminate the contract at any
time, subject to certain maximum termination liabilities. Rainbow DBS exercised this right on
November 21, 2005, and amounts paid to Lockheed Martin in excess of the estimated termination liability
is included as a receivable in the accompanying consolidated balance sheet at December 31, 2005,

See Note 5 for a discussion of impairment charges relating to the Rainbow DBS segment. -

Feature Film Obligations

Amounts payable subsequent to December 31, 2005 related to the license of feature film inventory are as
follows:

Years Ending December 31,

2006 . 11vvreerreeeee e seseesereseseee et s s s e reseee s e et e er st eb ekt be et ene et ne et e ne et ee s s s s e st eees e seeee $112,191
2007 1.ttt ee ettt eese e se et se et eaeeee R Re S e abeet e £ R4 s AR EA St ees oA et e s et ereeeeesee e s e s st et et enseseeseseneetra et rane 94,752
2008 1. reereeeeeaereeeeesereseese e st ee et bt s et s s e s e s st ee st sttt e r et ettt et et se et ne et ee st ee et er e reenan 70,163
2009 ... eve v eeeereeeseeeetesseesereseosesssseesesseseene s eee st st bes et e ve et et e s s s et sere e s e et e et et e s e eraeseenses e rans 51,247
2010 e, ottt erere ettt ettt bttt se b st e ra e e nen et et et e s 38,032
B 100 1= RO OO PP O OO OO SO S TSSOSO SOOI _ 97,479

See Note 5 for a discussion of the Company's review of the programming usefulness of our feature film
inventory and impairment charges recorded in 2005 2004 and 2003.
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

Deferred Carriage Fees

Deferred carriage fees represent amounts paid or payable to cable system and/or satellite operators to

guarantee carriage of certain programming services and are amortized as a reduction to revenue over the
period of the related guarantee (1 to 15 years).

Deferred Financing Costs

Costs incurred to obtain debt are deferred and amortized to interest expense using the straight-line method
over the life of the related debt.

Income Taxes
Income taxes are provided based upon the provisions of Statement of Financial Accounting Standards
No. 109, Accounting for Income Taxes, which requires the asset and liability method of accounting for

deferred income taxes and permits the recogm‘uon of deferred tax assets, subject to an ongomg assessment
of realizability.

Income (Loss) Per Common Share

Basic and diluted net income (loss) per common share are not presented since the Company is a wholly-
owned subsidiary of Cablevision. : ' v

Reclassifications

Certain’ reclassifications have been made to the 2004 financial statements to conform to the 2005
presentation. In addition, the assets and liabilities attributable to Fox Sports Net Ohio and Fox Sports Net
Florida (prior to April 2005) and certain assets of the Rainbow DBS satellite distribution business for all
periods presented have been classified in the consolidated balance sheets as assets and liabilities held for
sale. The operating results and cash flows of these businesses have been classified as discontinued
operations in the consolidated statements of operations and cash flows, respectively for all periods
presented.

Cash Flows

For purposes of the consolidated statements of cash flows, the Company considers short-term investments
with a maturity at date of purchase of three months or less to be cash equivalents.




CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

During 2005, 2004 and 2003, the Company's non-cash mvestmg and financing activities and other
supplemental data were as follows

Years Ended December 31,
‘ . 2005 2004 2003

Non-Cash Investing and Financing Activities: , ‘
Capital lease Obligations........ceceervierecnnerirrecnrirercnienieresonones $ 180 $ 2,952 $ 10,003
Asset retirement ObHEAtIoNS .....cocovevine i 10,870 - -
Preferred stock dividends .......c.ccovveiinininceiinniieciians - - 5,001
Acquisition of the 40% minority interest in certain Regional

Programming Partners entities in exchange for the

Company's interests in Fox Sports Net Ohio, Fox Sports

Net Florida, National Sports Partners and National

Advertising Partners........occccevreeieervnrcennenernnnond e 604,080 - -
Redemption of collateralized indebtedness with restricted

cash and related prepaid forward contracts.............ccooeeninee. 116,544 - -
Redemption of collateralized indebtedness with related o

.prepaid forward contracts and stocK........cccocconerrcninniiiniee 247,647 - ‘ -
Redemption of collateralized indebtedness with related ,

prepaid forward CONtracts......c.coovevecieivreercnnecie e 43,604 - -
Rights payments offset with repayment of a note receivable ... 40,000 - - -

Note payable issued in connection with the purchase of the

20% minority interest in AMC, The Independent Film _

Channel and WE: Women's Entertainment................ e - - 250,000
Note payable issued in connection with the purchase of the ' a

50% interests in Fox Sports Net Chlcago and Fox Sports

Net Bay ATa....coiiviiiieii et s ' - - 150,000
Notes payable, including interest, contributed by News

‘Corporation to Regional Programming Partners for no . ,

CONSIAETALION ......vivirirc et eee e s s e ere st eveesreeraas 152,907 - -
Redemption of collateralized indebtedness associated with

AT&T Wireless shares with restricted cash, net of related

FOrward CONTTACT ...........cooveiriiieeiee et e - 105,000 -
Receipt of restricted cash for AT&T Wireless shares............... - 213,647 -
Supplemental Data: ‘

Cash interest paid — continuing OPerations ........c..ccceccvereerrnes $581,132 $580,249 $498,583
Cash interest paid — discontinued operations................ COTUTP 85 314 533
Income taxes paid (refunded), net - continuing operations....... (4,005) 6,952 7,790
Income taxes paid (refunded), net - discontinued operations ... 18 (539) 532

In addition, at December 31, the Company has revised its consolidated statements of cash flows for the
years ended December 31, 2004 and 2003 to separately disclose the operating, investing and financing
portions of the cash flows attributable to its discontinued operations, which in prior periods were reported
on a combined basis as a single amount.

Derivative Financial Instruments

The Company accounts for derivative financial instruments in accordance with Statement of Financial
Accounting Standards No. 133 ("Statement No. 133"), - Accounting for Derivative Instruments and
Hedging Activities, as amended. Statement No. 133 requires that an entity recognize all derivatives, as
defined, as either assets or liabilities measured at fair-value. If the derivative is designated as a hedge,
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

depending on the nature of the hedge, changes in the fair value of the derivative will either be offset
against the change in fair value of the hedged assets, liabilities or firm commitments through earnings or
recognized as a component of comprehensive income until the hedged item is recognized in earnings.
The ineffective portion of a derivative's change in fair value will be immediately recognized in earnings.
The Company uses derivative instruments to manage its exposure to market risks from changes in certain
equity prices and interest rates and does not hold or issue derivative instruments for speculative or trading
purposes. These derivative instruments are not designated as hedges, and changes in the fair values of
these derivatives are recognized in earnings as gains (losses) on derivative contracts.

Concentrations of Credit Risk

Financial instruments that may potentially subject the Company to a concentration of credit risk consist
primarily of cash and cash equivalents and trade receivables. Cash is invested in money market funds, bank
time deposits or in obligations of the U.S. Treasury. The Company's cash investments are placed with money
market funds or financial institutions that have received the highest rating awarded by Standard & Poor's and
Moody's Investors Services. The Company had one customer that accounted for approximately 11% of the
Company's consolidated net trade receivable balances at December 31, 2004, which exposes the Company to
a concentration of credit risk. Although this customer exceeded 10% of the Company's consolidated net trade
receivables at December 31, 2004, the Company does not have a single external customer which represents
10% or more of its consolidated net revenues for the vears ended December 31, 2005, 2004 and 2003.

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Commitments and Contingencies

Liabilities for loss contingencies arising from claims, assessments, litigation, fines and penalties and other
sources are recorded when it is probable that a liability has been incurred and the amount of the
assessment can be reasonably estimated. '

Recently Issued Accounting Standards Not Yet Adopted

In December 2004, the Financial Accounting Standards Board ("FASB") issued a revision of FASB
Statement No. 123, Accounting for Stock-Based Compensation, Statement No. 123R, Share-Based
Payment. Statement No. 123R supersedes APB Opinion No. 25, Accounting for Stock Issued to
Employees, and its related implementation guidance and it establishes standards for the accounting for
transactions in which an entity exchanges its equity instruments for goods or services. Statement
No. 123R requires a public entity to measure the cost of employee services received in exchange for an
award of equity instruments based on the grant-date fair value of the award. Statement No. 123R also
requires that the benefits associated with the tax deductions in excess of recognized compensation cost be
reported as a financing cash flow, rather than as an operating cash flow as required under current
literature. This requirement will reduce net operating cash flows and increase net financing cash flows in
periods after the effective date in which the excess tax deductions result in a reduction of income taxes
payable. In March 2005, the Securities and Exchange Commission ("SEC") issued Staff Accounting
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CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

Bulletin No. 107 regarding the SEC's interpretation of Statement No. 123R and the valuation of share-
based payments for public companies.

Cablevision will adopt Statement No. 123R on January 1, 2006, using the modified prospective
application. The modified prospective application requires that compensation expense be recorded for the
unvested portion of the restricted share awards, stock option awards and stock appreciation rights
outstanding at December 31, 2005, over the ‘remaining service periods related to such awards.

Cablevision will continue using the Black-Scholes valuation model in determining the fair value of share-
based payments. In accordance with the pro forma disclosure requirements of Statement No. 123,

Cablevision recognized the majority of the share-based compensation costs using the accelerated
recognition method. Subsequent to January 1, 2006, Cablevision will continue to recognize the cost of
previously granted share-based awards under the accelerated recognition method and will recognize the
cost for new share-based awards on a straight-line basis over the requisite service period. Cablevision has
not quantified the impact of adopting Statement No. 123R. See Note 16 for additional information about
Cablevision's share-based compensation plans.

In June 2005, the FASB issued Statement No. 154, Accounting Changes and Ermror Corrections - a
replacement of APB Opinion No. 20 and FASB Statement No. 3. The Statement applies to all voluntary
changes in accounting principle, and changes the requirements for accounting for and reporting of a
change in accounting principle. Statement No. 154 requires retrospective application to prior periods'
financial statements of a voluntary change in accounting principle unless it is impracticable. APB
Opinion No. 20 previously required that most voluntary changes in accounting principle be recognized by
including in net income of the period of the change the cumulative effect of changing to the new
accounting principle. Statement No. 154 requires that a change in method of depreciation, amortization,
or depletion for long-lived, nonfinancial assets be accounted for as a change in accounting estimate that is
effected by a change in accounting principle. APB Opinion No. 20 previously required that such a
change be reported as a change in accounting principle. Statement No. 154 is effective for accounting
changes and corrections of errors made in fiscal years beginning after December 15, 2005.

In June 2005, the Emerging Issues Task Force ("EITF") reached a consensus on Issue No. 04-5,
Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Partners Have Certain Rights. EITF No. 04-5 provides
guidance in assessing when a general partner should consolidate its investment in a limited partnership or
similar entity. The provisions of EITF No. 04-5 were required to be applied beginning June 30, 2005 by
general partners of all newly formed limited partnerships and for existing limited partnerships for which
the partnership agreements are modified subsequent to June 30, 2005 and had no impact on the
Company's financial position or results of operations for the year ended December 31, 2005. The
provisions of EITF No. 04-5 are effective for general partners in all other limited partnerships beginning

January 1, 2006. EITF No. 04-5 will not have any 1mpact on the Company s financial position or results
of operations upon adoption.

NOTE 2. ACCOUNTING RELATED INVESTIGATIONS

The improper expense recognition matter previously reported by the Company has been the subject of
investigations by the Securities and Exchange Commission and the U.S. Attorney's Office for the Eastern
District of New York. The Securities and Exchange Commission is continuing to investigate the
improper expense recognition matter and the Company's. timing of recogmtxon of launch support,
marketing and other payments under affiliation agreements.
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CSC HOLDINGS, INC; AND SUBSI‘DIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)
NOTE 3. TRANSACTIONS

2005 Transactions

CSC Holdings Stock

In December 2005, CSC Holdings issued 3.1 million shares of common stock, $0.01 par value, to
Cablevision in consideration for certain cable systems that Cablevision had acquired and were assigned to
CSC Holdings in 1999. The issuance was approved at the time of the assignment but the shares were not
1ssued and delivered until December 2005.

Regional ProgLammmg Partners Restructuring

In April 2005, the Company and News Corporation restructired their ownership of Regional
Programming Partners. Prior to the April 2005 transaction, Regional Programming Partners was owned
60% by the Company and 40% by News Corporation. As a result of the restructuring, the Company now
owns 100% of Madison Square Garden, 100% of Fox Sports Net Chicago and-50% of Fox Sports Net
New England and therefore, no portion of the results of operations of these businesses is allocated to
minority interests after the acquisition. In connection with the réstructuring, these businesses extended
the terms of their long-term affiliation agreements with National Sports Partners and their advertising
representatlon agreements with National Advertlsmg Partners

In connection with its December 2003 purchase of the mtercsts that it did not own in Fox Sports Net
Chicago and Fox Sports Net Bay Area, subsidiaries of Regional Programming Partners issued pfomissory
notes in the aggregate amount of $150,000 to News Corporation. As part of the restructuring, those
promissory notes and ‘accrued interest of $2,907 were contributed by News Corporation to Regional
Programming Partners for no additional con51derat10n and were. cancelled without any payment being
made on them.

National Sports Partners and National Advertising Partners were owned 50% by the Company and 50%
by News Corporation. As a result of the restructuring, the Company no longer owns any interest in
National Sports Partners, National Advertising Partners, Fox Sports Net Ohio or Fox Sports Net Florida.

The Company and News Corporation continue to own 60% and 40%, respectively, of Fox Sports Net Bay
Area through a separate partnership. The Company continues to manage that network. In connection
with the restructuring, Fox Sports Net Bay Area extended the terms of its long-term affiliation agreement
with National Sports Partners and 1ts advertising representatlon agreement with National Advertlsmg
Partners. »

The Company has accounted for this exchange in accordance with APB Opinion No. 29, Accounting for
Nonmonetary Transactions and, accordingly, the Company recorded the transaction with News
Corporation at fair value at the date of the restructuring. The Company recorded a gain in discontinued
operations of $266,810, net of taxes, in connection with the transfer of the Company's interests in Fox
Sports Net Ohio and Fox Sports Net Florida. The Company recorded a gain in continuing operations of
$66,558 in connection with the transfer of National Sports Partners and National Advertising Partners. In
addition, the excess of the net book value of the assets acquired over the purchase price of approximately
$94,320 was allocated to specific assets and liabilities based on fair" values as follows:
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 Useful Life

Land and development rights .............. et Indefinite $ 37,573
Property and equipment, net ................ OO PO OFTO PR TO TSSO OO TSRO . 2t027.5 years 12,396
Amortizable intangible assets:
Affiliate agreements .............., OO OO OO SRR ... 4 years 17,951
Affiliation relationships .. 24 years 85,824
Advertiser relationships .. , . . - T years 6,004
Season ticket holder relationships ..........cccoevvrvrrrenennes e 12 to 15 years 73,124
Suite holder contracts and relationships .........ccovviriirieniiineence e, 3to 11 years 21,167
Indefinite-lived intangible assets: '

TEAAEINATKS ...vovvoeieeieeee ettt ettt ee et es et e s s b et etn e e aaa et e te et e 53,880

SPOrts fTANCHISES .....c.iiciiiiiii et 96,215

Excess-costs over fair value of net assets acqulred ......................... et i (460,853)
Other assets and Habilities, NEt .i...cc.icoirriiiveiene e NS SO SRS e 9,399
Unfavorable contracts ...zt Ceeeees CSUPTORUOURIY OTUTORE S frrterieesrr e foreeseeeerre e eieens (47,000)
Net step-down to historical carrying values ..........cc........ e e e et e ee s $ (94,320)

The Regional Programming Partners restructuring transaction was substantially tax deferred. -

The unaudited pro forma revenue, loss from continuing operations, net income (loss), loss per share from
continuing operations and net income (loss) per share of the Company, as if the Company's acquisition of
the interests in ‘entities exchanged with News Corporatlon had occurred on January 1, 2005 and 2004, are
as follows: S

Years Ended December 31,

. 2005 s 2004
REVEIIUES. ......eove oo seesreoe e eesess s soesse e sererereese s e .. 85175911 $4,750,037
Loss from continuing operaﬁonS ..................... 9 (57,195) 3 (444,207)
Net income (loss)............ vt P —— ervrene e e neresenaree $ 158,038 $ (650,700)

Agreements with EchoStar

In April 2005, subsidiaries of Cablevision and CSC Holdings entered into agreements with EchoStar
Communications - Corporation ("EchoStar") relatinig to the launch and operation of thé business of
Rainbow HD Holdings LLC, the Company's 'VOOM: HD Networks high-definition  television
programming service. This transaction closed in November 2005. Under those arrangements, EchoStar
was initially distributing a portion of the VOOM HD Networks programming service and, beginning in
2006, began carrying 15 of ‘the channels (10 were available at December 31, 2005) ‘included in the
programming service. In connection with the arrangements, EchoStar was issued a 20% interest in
Rainbow HD Holdings, the Company's subsidiary owning the VOOM HD Networks, and that 20%
interest will not be dihited unt11 $500 000 in cash has been 1nvested in Rambow HD Holdmgs equity by
the Company -

Under the terms of the affiliation arrangements with EchoStar covering the VOOM HD Networks for a 15
year term, if Rainbow HD Holdings fails to spend $100,000 per year up to a maximum of $500,000 in the
aggregate (which $100,000 annual amount may be reduced to no less than $38,000 per year, to the extent
that the number of offered channels is less than 21) on its service offerings, EchoStar may terminate the
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affiliation agreement. The Company has the right to terminate the affiliation agreement if the VOOM HD
Networks are discontinued in the future. The agreements resulted in a non-monetary exchange whereby
the Company provided EchoStar a 20% interest in Rainbow HD Holdings in exchange for deferred
carriage fees. Accordingly, the Company recorded deferred carriage fees for the fair value of the 20%
interest in Rainbow HD Holdings LLC surrendered of $18,101, which resulted in a gain on the issuance
of member's interest by a subsidiary of $10,397 (net of transaction costs of $295 and taxes of $7,409).
Since Rainbow HD Holdings LLC is a start-up company, the gain was recorded as an increase to paid-in
capital.

2004 Transactions

DTV Norwich

In January 2004, Rainbow DBS Company, LLC, an indirect wholly-owned subsidiary of the Company,
invested $100 for a 49% interest in DTV Norwich, an entity that acquired licenses at auction from the
Federal Communications Commission ("FCC") to provide multichannel video distribution and data
service ("MVDDS") in 46 metropolitan areas in the United States. In connection with the equity
investment, the Company loaned DTV Norwich an additional $84,600 for the acquisition of these licenses
(the "DTV Norwich Transaction"). Under the terms of the promissory note with DTV Norwich, the loan
was forgiven when the FCC granted the MVDDS licenses to DTV Norwich on July 27, 2004 and
September 23, 2004. '

Rainbow DBS also agreed to a put/call option with the other investor in DTV Norwich. Rainbow DBS
had a call option to purchase an additional 41% membership interest in DTV Norwich at an exercise price
of $4,230. Rainbow DBS exercised its call option on October 29, 2004. Rainbow DBS received FCC
approval to acquire the 41% membership interest which gave Rainbow DBS control of this entity. The
other investor has the right, for ten years, to put its remaining 10% interest to Rainbow DBS at fair value
to be determined by a process involving independent valuation experts.

Pursuant to FIN No. 46R, Consolidation of Variable Interest Entities, this entity was consolidated with
the Company as of the date of the fransaction, January 2004, since it does not have sufficient equity to
demonstrate that it can finance its activities without additional subordinated financial support. The
acquired licenses were recorded as other intangible assets and were deemed to have indefinite lives.
Since this variable interest entity is not considered a business pursuant to FIN No. 46R, the excess of the
fair value of the consideration paid and the newly consolidated non-controlling interest over the fair value
of the newly consolidated identifiable assets, of $7,436 net of taxes of $5,384, was recorded as an
extraordinary loss. In connection with the Company's decision in December 2004 to seek strategic
alternatives for the Rainbow DBS business, the Company reduced the carrying value of the acquired
licenses to their estimated fair value of $6,113 based on available MVDDS auction value information.

Northcoast Communications

In accordance with the provisions of FIN No. 46R, the assets and liabilities attributable to the Company's
49.9% interest in Northcoast Communications (a wireless personal communications business) were
consolidated and classified as assets and liabilities held for sale in the consolidated balance sheet as of
March 31, 2004. Northcoast Communications' consolidated net assets consisted primarily of the net
assets of its Cleveland PCS subsidiary. Vendor financing for the Cleveland PCS business consisted of a
$75,000 credit facility at Cleveland PCS, LLC. This facility had no recourse to the Company or to
Northcoast Communications, other than pursuant to a pledge by Northcoast Communications of the stock
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of Cleveland PCS and a guarantee of the payment by Northcoast Communications and the Company of
the FCC indebtedness of the Cleveland PCS subsidiary which held the Cleveland PCS license. In March
2004, Northcoast Communications agreed to sell its Cleveland PCS business to an unaffiliated entity.
The FCC indebtedness was fully repaid by Cleveland PCS in the second quarter of 2004. The sale of
Cleveland PCS was consummated in July 2004 and the obligations of Cleveland PCS under the vendor
financing were satisfied. The Company did not record any gain or loss in connectlon with the sale. The
et assets sold in the third quarter of 2004 consisted of the following:

Cash, receivables, inventory, prepaid and Other asSets .........ccuciviiiicin i et $15,245
Property, equipment and PCS LICEMSES ....c...viuiuiiiiii ittt ettt saes s sesesens 46,825
Total assets S01d.......covvevverveveeernnienine bererrren et ettt b et e ettt e ettt a et et e eer e aanereireens $62,070
Accounts payable and accrued eXpenses ...............c...... e e et e 315,212
Other Habilities .ovvieeeeciire e ree v P Hrees e e eee et et be e abeateesr e st eateeteans 46,858
Total TADIITHES SOLA ..oevvivivvieceeieeere ettt bttt e bt et e st st e e s etetseseem et st s ententstsemerestoss $62,070

The Company's investment in Northcoast Communications was zero at December 31, 2005 and 2004.

2003 Transactions

Purchase of interests in AMC, The Independent Film Channel ’and WE: Women's Entertainmenp

In July 2003, the Company repurchased Metro-Goldwyn-Mayer, Inc.'s ("MGM") 20% interest in each of
AMC, The Independent Film Channel ("IFC") and WE: Women's Entertainment for $500,000 and entered
into a film rights agreement relating to the MGM film library. The $500,000 purchase price consisted of
- $250,000 in cash and a $250,000 note issued by Cablevision and maturing five months after closing,
payable in cash or, at Cablevision's election, shares of Cablevision NY Group Class A common stock.
The $250,000 note required monthly principal payments of $2,500 in cash prior to maturity. The
acquisition was accounted for as a purchase. The excess of the purchase price over the net book value of
the assets acquired of approximately $415,662 was allocated to the specific assets acquired as follows:

Useful Life
Property and EqUIPIMENL . ........ccvruervcriieromecriiem st resssessssse st st ~ 5years $ 499
Amortizable intangible assets | )
ASFIlIAtion AQrEEMENTS. .......covit ettt ettt s 10 years $327,934
Other ItANGIBIES ..o e 10 years- 74,248
‘ . $402,182
Indefinite-lived intangible assets _ _
"Excess costs over fair value of net assets acquired .............coocevvennnee. e § 8,486

Northcoast Communications

In May 2003, Northcoast Communications completed its sale of spectrum licenses covering 50 U.S.
markets to Verizon Wireless for approximately $763,000 in cash. Of the proceeds, approximately:
$51,000 was used by Northcoast Communications to retire debt. The remaining proceeds, after payment
of expenses, were distributed to the partners of Northcoast Communications, including the Company.
The Company's share of the proceeds was approximately $651,000. All of the funds were used by the
Company to repay bank debt under the Restricted Group credit facility.
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Cablevision Electronics Investments, Inc.

In March 2003, the Company transferred the stock of its wholly-owned subsidiary, Cablevision
Electronics Investments, Inc. to GBO Electronics Acquisition, LLC. As of December 31, 2003, the
Company recorded losses aggregating $8,382, net of taxes, in connection with this transaction.

Purchase of interests in Fox Sports Net Chicago and Fox Sports Net Bay Area

In January 2003, News Corporation exercised a put option relating to interests in Fox Sports Net Chicago
and Fox Sports Net Bay Area that News Corporation held outside of Regional Programming Partners.
Regional Programming Partners, which held a 50% interest in each of these businesses, was a 60%
owned subsidiary of Rainbow Media Holdings until April 2005 (see Regional Programming Partners
Restructuring discussion above). In March 2003, Rainbow Media Holdings and News Corporation
agreed on a $110,000 purchase price for News Corporation's 50% interest in Fox Sports Net Bay Area
and a $40,000 purchase price for News Corporation's 50% interest in Fox Sports Net Chicago, payable in
each case in the form of three-year promissory notes of a subsidiary of Regional Programming Partners,
bearing interest at the prime rate plus 1% and secured by Regional Programming Partners' 100% interest
in Fox Sports Net Bay Area. The transaction closed in December 2003 and the operating results of the
acquired businesses have been consolidated with those of the Company as of the acquisition date. The
acquisition was accounted for as a purchase. The excess of the purchase price over the net book value of
the assets acquired of approximately $77,259 was allocated to the specific assets acquired as follows:

Useful Life
Amortizable intangible assets
AffIlIation QZIEEMENLS. ......cocvvuireerieireririeiicie ittt ettt st enen 10 years $47,544
Other IMANZIDIES ......c.civeeeeeeiirieecicie et bbb nene 8-12 years 29,715

$77,259

NOTE 4. RESTRUCTURING CHARGES

In December 2001, the Company recorded restructuring charges of $56,442 (including $13,720 for
discontinued operations) which included expenses of approximately $21,018 (including $9,403 for
discontinued operations) associated with the elimination of approximately 600 positions, primarily in
corporate, administrative and infrastructure functions across various business units of the Company, and
estimated expenses of approximately $35,424 (including $4,317 for discontinued operations) associated
with facility realignment and other related costs.

In 2002, the Company announced a new operating plan and restructuring which included the closing of 26
retail électronics store locations, the consolidation of customer service call centers, and the elimination of
certain staff positions. Additionally, the Company reached an agreement with its supplier of set top boxes
which reduced the Company's purchase commitments for set top boxes from $378,500 in 2002, $378,500
in 2003, and $567,750 in 2004 to a total remaining commitment of $87,500 in 2002 and nothing
thereafter and required the Company to make certain other cash payments aggregating $50,000 plus
interest on a portion of such amount with respect to, among other things, a license for certain software
(valued at $17,500 based on an independent appraisal). In connection with this plan, the Company
recorded restructuring charges of $85,965 (including $11,553 for discontinued operations) which.included
$22,072 (including $3,642 for discontinued operations) associated with the elimination of approximately
3,000 positions, $31,393 (including $7,911 for discontinued operations) associated with facility
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realignment and other related costs and $32,500 associated with the reduction in required digital set top
box commitments.

In 2003, the Company eliminated staff positions and incurred severance costs aggregating $6,111. In
connection with the acquisition of News Corporation's 50% interest in Fox Sports Net Chicago in
December 2003, the Company consolidated a restructuring liability of $380 relating to facility
realignment costs.

During 2004 and 2005, the Company recorded:restructuring charges aggregating $5,742 and $1,128,
respectively, associated with the elimination of certain positions in various business units of the
Company.

At December 31, 2005, the restructuring liability of $9,364 was classified as a current liability in the
consolidated balance sheet. ‘

The following table summarizes the restructuring liability, net of related sublease amounts, at
December 31, 2005: '

2001 Plan 2001 Plan 2002 Plan 2002 Plan 2003 Plan 2004 Plan 2005 Plan
Facility Facility
Realignment Realignment .
Employee and Other Employee and Other Employee Employee Employee
Severance Costs Severance Costs Severance Severance - Severance
Balance at

December 31, :

2002, $1,214 - $21,578 $5,473 $48,018 $ - $ - $ -
Additional

charges '

(credits) ............. (232) 4,833 1,224 (1,211) 6,111 - -
Payments .............. 979) (7,199) (6,490) (7,184) (3,853) - -
Balance at

December 31, j

2003 3 19,212 207 . 39,623 2,258 - -
Additional

charges :

(credits) ............. - (5,589) (68) (172) 238 5,742 -
Payments .............. 3) (7,242) (139) (9,218) (2,418) (4,409) -
Balance at

December 31, ]

2004 - 6,381 - 30,233 78 1,333 -

Additional

charges
(credits).......... - (1,480) - (578) 234 263 1,128

Payments........... - (3,114) - (28,857) @ (12) (1,596) (1,105) -
Balance at '

December 31, ‘

2005 $ - $1,787 £ - § 798 § - - § 23
@ In August 2005, the Company made a $25,000 payment to satisfy its required commitment with a supplier associated

with the 2002 restructuring plan.
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The cumulative amount of restructuring charges incurred by the Company for continuing operations for
each of the restructuring plans are as follows:

2001 2002 2003 - 2004 2005
Plan Plan Plan " Plan Plan Total
Employee severance.......... $15,108 $19,586 $6,583 $6,005 $1,128 $ 48,410
Facility realignment
and other costs................ 27,756 54,021 - - - 81,777
Cumulative restructuring .
charges incurred as of . - , v
December 31, 2005......... $42,864 $73,607 $6,583 $6,005 $1,128 $130,187
NOTE 5. IMPAIRMENT CHARGES

In connection with the Company's Board of Directors' decision in December 2004 to suspend pursuing
the spin-off of its Rainbow Media Enterprises subsidiary and instead to pursue strategic alternatives for its
Rainbow DBS business, the Company performed a review of its assets for recoverability. The Company
recorded an impairment charge of $90,540 included in depreciation and amortization expense relating to
long-lived assets and other indefinite-lived intangible assets and a charge of $75,805 included in technical
and operating expenses representing the write down of certain film and programming contracts of the
VOOM HD Networks within the Rainbow segment. In addition, the Company recorded an impairment
charge of $155,415 reflecting the excess of the carrying value over the estimated fair value of long-term
assets and goodwill and other indefinite-lived intangible assets and a charge of $33,052 representing the
write-off of equipment inventory and deposits which have been recorded in discontinued operations. The
impairment charges related to film and programming contracts, equipment inventory and deposits are
based on net realizable value and the impairment charges related to goodwill, intangible and long-lived
assets are based on estimates of fair value, certain of which are subject to change upon final disposition of
those assets. ' » | :

The Company recorded impairment charges of $2',394,‘ included in depreciation and amortization, relating
to certain other long-lived assets deemed impaired within its theater operations and Rainbow segment in
2004.

‘During 2005, the Company recorded impairment charges of ‘approximately $8,258, included in
depreciation and amortization, primarily for certain long-lived assets and intangibles within its Rainbow
segment and theater operations.

We periodically review the programming usefulness of our feature film inventory based on a series of
factors, including ratings, type and quality of program material, standards and practices, and fitness for
exhibition based on the programming of the individual programming service. If we determine that
substantially all of the films in a film license agreement have no future programming usefulness and will
no longer be exploited, we record a write-off for the portion of the unamortized cost of the film license
agreement that was attributed to those films. -

As part of its periodic review of expected programming usefulness, the Company recorded an impairment
loss of $663, $297 and $17,900 in 2005, 2004 and 2003, respectively. Such amounts represent the write-
off of the carrying value of certain film and programming contracts of the Company's Rainbow segment
and are included in technical and operating expense.
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NOTE 6. . DISCONTINUED OPERATIONS AND ASSETS AND LIABILITIES HELD FOR
SALE '

The operating results of Fox Sports Net Ohio, Fox Sports Net Florida (in connection with the Regional
Programming Partners restructuring) and the Rainbow DBS satellite distribution business (in connection
with the Board of Directors' authorization to shut down the business), net of taxes, have been classified in
the consolidated statements of operations as discontinued operations for all periods presented.
Discontinued operations also includes the operating results and gain (loss) on the transfer of the retail
electronics stores in March 2003. Operating results of discontinued operanons for the years ended
December 31, 2005, 2004 and 2003 are summarized below:

Year Ended December 31, 2005
Fox Sports Net Rainbow DBS

Ohio and Fox Satellite
Sports Net Distribution
Florida Business Other Total

Revenues, NEt ......cccooeeereerieenreeneeenenes $ 40,018 $ 8,776 3 - $ 48,794
Income (loss) before income taxes......... $466,460 ~ $(102,983) $ 4,405 $ 367,882
Income tax benefit (expense) ................. (192,998) 42,151 (1,802) (152,649)
Net income (loss) including gain on ' :

restructuring of Regional

Programming Partners of $266,810,

and other gain of $2,618, net of :

LAXES v erer e e $273,462 $ (60,832) $ 2,603 $ 215,233

For the year ended December 31, 2005, the Company recorded a gain, net of taxes, of approximately
$2,521, primarily representing the transfer of the Company's ownership interest in a subsidiary of PVI to
PVI's minority partner for the minority partner's remaining ownership interest in PVI. In addition, the
Company recorded a gain, net of taxes, of approximately $97 for the year ended December 31, 2005 that

related primarily to a reduction of health and welfare expenses in connection with the transfer of the retail
“electronics business. :

Year Ended December 31, 2004
Fox Sports Net ~ Rainbow DBS

Ohio and Fox  Satellite
Sports Net Distribution _
Florida Business Other Total
REVENUES, NEL «.vvervverrrerrrrrererereneeeesessin $168,085 $ 14742 $ - $ 182,827
Income (loss) before income taxes......... $ 39,054 $(375,345) $(6,954) $(343,245)
Income tax benefit (expense) ................ (16,130) 155,018 5,300 144,188
Net income (1088) ..erevevvveveeerssessnren $ 22,924 $(220,327) .$(1,654) $(199,057)

For the year ended December 31, 2004, the Company recorded losses, net of taxes, of approximately
$1,092, representing the finalization of film asset adjustments that relate to the sale of the Bravo
programming business. In addition, the Company recorded losses, net of taxes, of approximately $562
for the year ended December 31, 2004 that related primarily to estimated legal and payroll tax settlements
in connection with the transfer of the retail electronics business.
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Year Ended December 31, 2003

Fox Sports Net
Ohio and Fox Rainbow DBS

Sports Net Distribution Retail
Florida Business Electronics Total

Revenues, Nt .......ccoevvveevereinneaercniene $153,939 $ - $ 30,842 $184,781
Income (loss) before income taxes......... $31,472 $(45,874) $(19,468) $(33,870)
Income tax benefit (expense) ................. (13,219) 19,268 5,345 11,394
Net income (loss) including loss on

the transfer of the retail electronics

business of $8,382, net of taxes .......... $ 18,253 $(26,606) $(14,123) $(22,476)

Rainbow DBS

In April 2005, the operations of the Rainbow DBS satellite distribution business were shut down. In
connection with the shut down, certain assets of the business, including the Rainbow 1 direct broadcast
satellite and certain other related assets were sold to a subsidiary of EchoStar for $200,000 in cash. This
transaction closed in November 2005. In addition, Rainbow DBS had FCC licenses to construct, launch
and operate five fixed service, Ka-band satellites and had entered into a contract in November 2004 for
the construction by Lockheed Martin of these five Ka-band satellites at a cost of $740,000. Rainbow
DBS had the right to terminate the contract at any time, subject to certain maximum termination
liabilities. Rainbow DBS exercised this right on November 21, 2005, and the amount paid to Lockheed
Martin in excess of the estimated termination liability is included as a receivable on the Company's
consolidated balance sheet at December 31, 2005.

The Company has incurred significant costs relating to early termination of various contracts, other
contractual obligations, employee termination benefits and other costs in connection with the shut down
of the Rainbow DBS satellite distribution business. These costs, a portion of which is expected to be
recognized subsequent to December 31, 2005, are currently estimated to range from $44,400 to $101,400.
In September 2005, Loral Space and Communications Holding Corporation ("Loral") filed an action for
breach of its agreement with Rainbow DBS alleging that the sale of the Rainbow 1 satellite and related
assets to EchoStar would trigger a Make Whole Payment of $33,000 plus interest, or approximately
$47,100 as of December 31, 2005. The Company believes that it has substantial defenses to Loral's claim
and is contesting the lawsuit vigorously. Accordingly, no provision has been made for such Make Whole
Payment in the accompanying consolidated financial statements, and the estimated low range of the
shutdown costs has decreased by approximately $44,600 from the September 30, 2005 estimate of
$89,000, related primarily to such Make Whole Payment. The Company recognized costs of
approximately '$44,400 relating to the shutdown, of which $43,200 have been paid and $1,200 are
included in current liabilities in the Company's consolidated balance sheet at December 31, 2005. The
Company does not expect the shutdown costs to have a material impact on its liquidity position. Such
costs have been and should be more than offset by the proceeds received in November 2005 from the sale
of the Rairibow 1 direct broadcast satellite to EchoStar for $200,000.

Certain assets of the Rainbow DBS satellite distribution.business, previously included in the Rainbow

DBS segment, have been classified as assets held for sale in the consolidated balance sheets of the
Company. These assets relate to the direct broadcast satellite television business of Rainbow DBS. The
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assets associated with the VOOM HD Networks are included in the Company s Rainbow segment. The
Rainbow DBS assets held for sale consist of the following:

December 31, December 31,
2005 2004
Satellite and Telated ASSELS ......iiiererearrerareniesemteminee e esessseseeseresses s oreesesenenenes $§ - $198,549
Equipment and other assets ............cc.ooee.. ettt et 7,557 19,637,
Total a5SetS HEld 0T SALE. .ve vt eeereeee et eereeeeee et e $7,557 $218,186

Fox Sports Net Ohio and Fox Sports Net Florida

As a result of the Regional Programming Partners restructuring in April 2005 discussed above in Note 3,
the assets and liabilities attributable to Fox Sports Net Ohio and Fox Sports Net Florida, previously
included in the Rainbow segment, have been classified in the- consolidated balance sheet as of
December 31, 2004 as assets and liabilities held for sale and consist of the following: -

December 31, 2004

Cash and cash eqUIVAIENLS ........ooviviicii e, PR $ 95,337
Accounts receivable, prepaid and other CUTTENt ASSELS ..., . 29,361
Property and equipment, net and other 1ong-term assets ..............occevrricerecrvnnrenrsicneereesnens, 8,153 -
INtANGIDIE ASSELS, TIET.c e vurvesreeeerreuiiiit i ettt et e s b st e b eseb s s neeaes 85,815

TOtAl ASSELS NELA TOT SAIE. ....eeovoe ettt eeee et ee e ee e s et oo eseara e eeeeseaseesresesnereseaans - $218,666
Accounts payable and acCrued EXPEIISES ... teuicurireiiieirieieree s, $ 6,479

Other current Habilities .......cccovieeiniiiii et be e st a s be et b na, 989

Total liabilities BEld fOT SALE civiii i ettt aere s, $ 7,468
NOTE 7. PROPERTY, PLANT AND EQUIPMENT

Costs incurred in the construction of the Company's cable television system, including line extensions to,
and rebuild of, the Company's hybrid fiber-coaxial infrastructure and costs incurred in the construction of
the Company's headend facilities are capitalized. These costs consist of materials, subcontractor labor,
direct consulting fees, and internal labor and related costs associated with the construction activities. The
internal costs that are capitalized consist of salaries and benefits of Company employees and the portion
of facility costs, including rent, taxes, insurance and utilities, that supports the construction activities.
These costs are depreciated over 12 years based on the estimated life of the plant, and headend facilities
are -depreciated over the estimated life of the specific component, ranging from 4 years for certain
electronics to 15 years for tower sites. Costs of operating the plant and the technical facilities, 1nclud1ng
repairs and maintenance and call completion fees, are expensed as incurred.

Costs incurred to connect businesses or resxdences that have not been previously connected to the
infrastructure or digital platform are also capitalized. These costs include materials, subcontractor labor,
internal labor to connect, provision and provide on-site and remote technical assistance and other related
costs associated with the connection activities. In addition, on-site and remote technical assistance during
the provisioning process for new digital product offerings are capitalized. The departmental activities
supporting the connection process are tracked through specific metrics, and the portion of departmental
costs that is capitalized is determined through a time weighted activity allocation of costs incurred based
on time studies used to estimate the average time spent on each activity. New connections are amortized
over 5 years or 12 years for residence wiring and feeder cable to the home, respectively. The portion of
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departmental costs related to reconnection, programming service up- and down- grade, repair and
maintenance, and disconnection activities are expensed as incurred.

Property, plant and equipment (including capital leases) consist of the following assets, which are
depreciated or amortized primarily on a straight-line basis over the estimated useful lives shown below:

December 31, Estimated
2005 2004 Useful Lives
CUStOMeEr eQUIPINENL...cc.ivierterrieireerieeeereniereererr e eeeereeneene $1,359,758 $1,145,462 3 to 8 years
Headends and related equipment .........c.ccccovnenconneiercrininnns 578,543 521,698 4 to 15 years
Central office equipment ...........c.cccevenvniiienene, b 360,054 364,122 5t0'10 years
IRETASITUCTUTE 1vvvieveeeri e se e s tesesns st sseseetbesaiasstenrenens 4,391,527 4,199,018 3 to 12 years
Program, service and data processing equipment................. 1,201,999 - 1,117,175 2 to 16 years
MICTOWEVE EQUIPINENL ...vvvveeerernreveriieeenermecnrorereseseseereasaneneans 35,139 31,705 2 to 10 years
Construction in progress (including materials and
SUPPHES) w.veveveviireneeeerereeerrrrrceeeens ettt 63,157 . 51,494 -
Furniture and fIXEULES ....ooveeeeeiriieierereieieesiieesvreceee e eraeesaae s 200,713 158,914 3 to 10 years
Transportation €qUIPMENt........c.evevverrevinenriin s 217,604 214,497 3 to 15 years
Buildings and building improvements............c.cc.covonniinenn 358,140 347,417 10 to 40 years
Leaschold improvements.........ccveeervevercererenenrenvneecrenennenees 516,452 496,223 Term of lease
LAN ..ot oeeeeeeeeeese et ses s e essssser s senereaesesnseanenens s 79,985 42,416 - '
: 9,363,071 8,690,141
" Less accumulated depreciation and amortization.................. 5,494,994 4,676,327
$3,868,077 34,013,814

Depreéiation expense for the years ended December 31, 2005, 2004 and 2003 amounted to $981,087,
$966,291 and $970,377 (including impairments of $2,734 and $14,437 in 2005 and 2004), respectively.

At December 31, 2005 and 2004, the gross amount of equipment and related accumulated amortization
recorded under capital leases were as follows:

December 31,

2005 2004
EQUIPIENL ... csses e e $113,766 $128,236

Less accumulated amortiZation.........oovvvveviiieeeeiiiie e ceteeesressere s e e eeneoveens 67,443 64,829

$46,323 $ 63,407
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NOTES8. = INTANGIBLE ASSETS

The following table summarizes information relating. to the Company's acquired intangible assets at
December 31, 2005 and 2004:

December 31, Estimated
A 2005 2004 Useful Lives
Gross carrying amount of amortizable intangible assets
Affiliation relationships and affiliate agreements.............. § 782,367 $ 729,093 4 to 24 years
Broadcast rights and other agreements.............c..cccoeernnee. 86,748 - 104,400 10 to 11 years
Season ticket holder relationships........c.ococeveeeniveiinnein, 75,005 1,881 10 to 15 years
Suite holder contracts and relationships.............. e 21,167 - 3to 11 years
Advertiser relationships ... 104,071 99,483 7 to 10 years
Other Intangibles........ocovvererrereienirsvece e 87,400 110,708 3 to 25 years
1,156,758 1,045,565
Accumulated amortization i
Affiliation relationships and affiliate agreements............. 305,677 294,493
Broadcast rights and other agreements.........c..ocoocvevennnnnn 44,075 53,882
Season ticket holder relationships..........cccoevviinvirieinene, 4,576 442
Suite holder contracts and relationships................. v 2,491 : -
Advertiser relationships ..o 31,315 21,282
Other intan@ibles.....c..uoevvmireeerirreenesse s : 29,810 28,693
- 417,944 398,792
Indefinite-lived intangible assets
© FTANCRISES .uvviivveiesitiee et s s e seee e st e s e e sebesaaeneesens 731,848 731,848
Sports franchises ........coceerennen. s e 96,215 -
FCC licenses and other intangibles.......... e —————— 19,076 7,278
Trademarks .....ocvooieieiiiie et 53,880 -
Excess costs over the fair value of net assets acquired..... 996,338 1,446,294
' 1,897,357 2,185,420
Total intangible assets, Net.........cccovervrirnin s e, $2,636,171 $2,832,193

Aggregate amortization expense _
Years ended December 31, 2005 and 2004 (excluding
impairment charges of $5,524 and $78,497,

respectively) ..ovvvevrirennenne et ie et b et aers $ 97,693 $ 93,152
Estimated amortization expense } :
Year ending December 31, 2006 .........ccooooveinnnrnninninnnss e 394,441
Year ending December 31, 2007 ..o 92,983
Year ending December 31, 2008 .......cccoovveveeiiiineriiennne 90,540
Year ending December 31,2009 ..o 84,070
Year ending December 31, 2010 .......ccooovrnninnnneniinnne 80,924
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The changes in the carrying amount of excess costs over the fair value of net assets acquired for the years
ended December 31, 2005 and 2004 are as follows: o

Tele- - Lo o Total -
communications MSG Rainbow Other Company

Balance as;of o o S e ‘
December 31, 2004 .......... $206,971 $1,152,131 . $73,634 $13,558 $1,446,294
Adjustments recorded ' : ‘

in connection with

the Regional

Programming

Partners restructuring.... - (460,853) 14,026 Co- (446,827)
Reclassification as a ‘

result of the Regional

Programming ' T Co » .
Partners restructuring.... - : 32,755 (32,755) ‘ - -
- Impairment loss ............ o oo v - (4,963) .. - (4,963)
(617 S - - 935 - 899 1,834
Balance as of ' ‘ L o .
December 31, 2005 .......... -$206,971 .8 724033 . $50,877 . $14,457 $ 996,338

See Note 3 for a discussion of changes to acquired 1ntang1ble assets pr1mar11y as a result of the Regmnal
Programming Partners restructurmg . ;

NOTE-9. DEBT ‘
Bank Debt

Restricted Group

As of December 31, 2005, CSC Holdings, Inc. (a wholly-owned subsidiary of Cablevision) had a
$2,400,000 revolving credit facility (the "Credit Agreement") with a group of banks which was due to
mature on June 30, 2006. The facility was guaranteed by certain.subsidiaries of CSC Holdings, primarily
its cable television operating-subsidiaries and its commercial telephone subsidiary ("Restricted Group").
The total amount of bank debt outstanding under the Restricted Group credit facility at December 31,
2005 and 2004 was $1,256,000 and $1,889,000, respectively. As of December 31, 2005, approximately
$45,436 was restricted for certain letters of credit issued on behalf of CSC Holdings, Inc. Interest on
outstanding amounts was to be paid, at the option of the Company, based on the prime rate or a
Eurodollar rate plus a margin which varies based on the Restricted Group ] leverage ratio (as defined in
the Credit Agreement) : .

Undrawn funds under the Credit Agreement amounted to approxxmately '$1,098,564 at December 31,
2005. The Credit Agreement contains certain financial covenants that may limit the Restricted Group's
ability to utilize all of the undrawn funds thereunder. The Credit Agreement contains various restrictive
covenants, among which are the maintenance of various financial ratios, limitations on additional
indebtedness and limitations on certain payments, including preferred dividends and dividends on its
common stock. In January 2005, the Company amended the debt to cash flow ratio permitted under the
Credit Agreement. The amended covenant is 6.25 times through June 30, 2005, 5.75 times through
December 31, 2005 and 5.50 times thereafter through June 30, 2006.
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The weighted average interest rate.on all bank borrowings under the Credit Agreement was 5.52% and
3.73% on December 31, 2005 and 2004, respectively. The Company is also obligated to pay fees ranging
from 0.375% 10.0.75% per annum on the uniused loan commitment and from 0. 875% to 2.50% per annum
on letters of credit issued under the Cred1t Agreement

On February 24, 2006, CSC Holdings, Inc. entered into. a replacement bank facility ("New Restricted
Group Credit Facility") which . was used to refinance its existing Credit Agreement (see Note 23).
Accordingly, $1,253,440 of the -outstanding balance of $1,256,000 under the existing Credit Facility was
classified as long-term bank debt in the accompanymg balance sheet at December 31, 2005.

Rainbow Naz‘zonal Servzces _

In August 2004, Rainbow National Services LLC ("RNS"), an indirect wholly-owned subsidiary of
Rainbow Media Holdings, which owns the oommon equity interests in the Company's three national -
programming services - AMC, WE and IFC, .entered into a $950,000 senior secured credit facility
(8350,000 of which is a revolving credit facility maturing September 30, 2011 and $600,000 of which is a
term loan facility maturing March 31, 2012). The RNS credit facility is secured by the assets and stock of
AMC, WE and IFC and guaranteed by AMC, WE and IFC, Rainbow Programming Holdings, RNS's
direct parent, a wholly- owned indirect sub51dlary of Rainbow Media Holdings, and all other direct and
indirect subsxd1ar1es of RNS

The term loan requires quarterly amortization payments of 0.25% (81,500) beginning. June 30, 2005
through March 31, 2011 and 23.50% ($141,000) of the original outstanding balance for each quarter
ending June 30, 2011 through March 31, 2012, its maturity date. The revolving credit facility will be
reduced quarterly commencing December 31, 2009 and through September 30, 2010, by $35,000, and for
each quarter ending December 31, 2010 through September 30, 2011 by $52,500. Outstanding
borrowings under the term loan were $595, 500 as of December 31, 2005, resulting in undrawn revolver
commitments of $350,000. !

Borrowmgs under the revolvmg cred1t fa0111ty bear interest at LIBOR plus a margin based upon the
leverage ratio. Amounts outstanding under the term loan bear interest at LIBOR plus 2.75%. The
weighted average interest rate under the term loan was 7.19% and 5.19% at December 31, 2005 and 2004,
respectively. Financial covenants include (i) a maximum total leverage ratio of total’debt to annualized
cash flow (as defined) of 6.75 times; through December 31, 2006 with periodic reductions thereafter to
5.00 times as of January 1, 2010, (ii) a maximum senior leverage ratio of senior debt (as defined) to
annualized cash flow of 4.75 times, with periodic reductions thereafter to 3.50 times as of January 1,
2009, and (iii) minimum ratios for cash flow to interest expense of 1.75 times and cash flow to debt
service of 1.25 times through December 31, 2006 and 1.50 times thereafter (all as defined in the credit
agreement). Additional covenants for RNS include restrictions on distributions, investments, additional
indebtedness, and liens. Permitted investments and distributions for RNS include up to $200,000
annually, with a cumulative limit of $800,000 for general discretionary purposes; and subject to having a
maximum ratio of total debt to annualized cash flow of 5. O times, d1stnbutlons of up to $300,000 from the
proceeds of permitted future debt offerings.

The Company is also obligated to pay fees of 0.5% per annum on the undrawn revolver commitment
which is recorded as interest expense.
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Rainbow Media Holdings

In December 2003, Rainbow Media Holdings, a wholly-owned subsidiary of CSC Holdings entered into
an $823,000 credit facility consisting of a $200,000 revolving credit facility and a $623,000 term loan
maturing on March 31, 2008 and March 31, 2009, respectively.

Loans under the Rainbow Media Holdings credit facility bore interest at the Eurodollar rate plus a margin
based upon Rainbow Media Holdings' leverage ratio.

In August 2004, RNS distributed approximately $704,900 to Rainbow Media Holdings which it used to
repay all outstanding amounts under its credit facility and collateralized outstanding letters of credit.
Such proceeds were obtained through the issuance of bank debt and the issuance of senior and senior
subordinated notes by RNS. The Company wrote off approximately $12,694 of unamortized deferred
financing costs in connection with the termination of the credit facility in 2004. ‘

Madison Square Garden

Madison Square Garden, L.P., a wholly-owned indirect subsidiary of Rainbow Media Holdings, had a
$500,000 revolving credit facility with a group of banks which was to' mature on December 31, 2004.
MSG had pledged substantially all of its assets as collateral under the credit facility. Loans under the
MSG credit facility bore interest at either prime rate or a Eurodollar rate plus a margin based upon MSG's
consolidated leverage ratio. At December 31, 2003, loans outstanding amounted to $110,000, and bore
interest at a weighted average rate of 1.93%. In March 2004, borrowings under the credit facility were
repaid in full and the credit facility was terminated with proceeds from a $146,000 equity contribution
from its direct parent, Regional Programming Partners. The Company wrote off approximately $1,187 of
unamortized deferred financing costs in connection with the termination of the MSG credit facility.

Senior Notes and Debentures

The following table summarizes the Company's senior notes and debentures:

Carrying Amount at
Date Maturity Face December 31,
Issuer Issued Date Rate Amount 2005 2004
CSC Holdings ® @ April 2004 . April 2012 6.75% $ 500,000 $ 500,000 $ 500,000
CSC Holdings ® July 1999 July 2009 8.125% 500,000 499,191 498,958
CSC Holdings @ July 1998 July 2008 - 7.25% 500,000 500,000 500,000
CSC Holdings @ July 1998 July 2018 7.625% 500,000 499,689 499,664
CSC Holdings @ February 1998  February 2018  7.875% 300,000 297,918 297,746
CSC Holdings @ December 1997  December 2007  7.875% 500,000 499,896 499844
CSC Holdings @ August 1997 August 2009 8.125% 400,000 399,544 399,420
CSC Holdings @ March 2001 April 2011 7.625% 1,000,000 998,315 997,994
RNS © August 2004  September 2012 8.75% 300,000 298,207 297,938

$4,500,000 $4,492,760 $4,491,564

(a) These notes are not redeemable by the Company prior to maturity.
(b)  The Company may redeem some or all of the notes at any time at a make-whole redemption price calculated by reference
to market interest rates for comparable maturity treasury notes plus a spread.
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(c) The senior notes are redeemable, in whole or in part, at a redemption price equal to 104.375% of face value at any time on
or after September 1, 2008, 102.188% of face value on or after September 1, 2009, and 100% of face value on or after
September 1, 2010. In addition, the Company may redeem up to 35% of the senior notes before September 1, 2007 at a
redemption price of 108.75% of the principal amounts, with the net cash proceeds from specified equity offerings (as
defined under the terms of the indentures) provided that at least 65% of the aggregate principal amount of the notes
remains outstanding immediately subsequent to the redemption.

{d)  These notes have not been exchanged as required by the purchase agreement under which the notes were sold and

- consequently, the interest rate has 1ncreased from 6 75% to 7.25% until the exchange is accomplished. Upon exchange
the interest rate reverts to 6.75%.

The indentures under which the senior notes and debentures were issued contain various covenants, which
are generally less restrictive than those contained in the credit agreement of the issuer.

Senior Subordinated Notes and Debentures

The following table summarizes the Company's senior subordinated notes and debentures:

Carrying Amount at
Principal December 31, Redemption (b)
Amount 2005 2004 Date Price

RNS '

10-3/8% Senior Subordinated ‘ September 1, 2009  105.188%
Notes due 2014 Lo ' September 1, 2010 103.458%
issued August 2004 @.... $ 500,000 $496,621 $496,231 September 1,2011  101.729%

CSC Holdings : May 15, 2006 105.250%

10-1/2% Senior Subordinated © May 15, 2007 103.938%
Debentures due 2016, ; , May 15, 2008 102.625%
issued May 1996 ................. 250,000 250,000 250,000 May 15, 2009 101.313%

CSC Holdings

9-7/8% Senior Subordinated
Debentures due 2013,
issued February 1993 .......... 200,000 - - (©)

CSC Holdings

9-7/8% Senior Subordinated
Debentures due 2023,
issued April 1993 ................ 150,000 Lo ‘ - (©

$1,100,000  $746,621 $746,231

(a) These notes were discounted $3,915 upon original issuance. The Company may redeem up to 35% of the
- senior subordinated notes before September 1, 2007 at a redemption price of 110.375% of the principal
amounts, with the net cash proceeds from specified equity offerings (as defined under the terms of the
indenture) provided that at least 65% of the aggregate principal amount of the notes remains outstanding
immediately subsequent to the redemption.

(b)  The notes/debentures are redeemable, at the Company's option, in whole or in part, on the redemption dates:
listed at the respective percentage of the principal amount and one year after the last date above at 100% of
the aggregate principal amount, in each case together with accrued interest to the redemption date.

(¢) In May 2004, the Company redeemed these senior subordinated debentures. In connection with these
redemptions, the Company recogmzed a loss of $14,325 representing primarily the redemption premiums
paid. .
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The indentures under which the senior subordinated notes and debentures were issued contain various
covenants, which are generally less restrictive than those contained in the Company's credit agreement of
the issuer. '

Debt Covenant Compliance

The Company completed a comprehensive debt covenant compliance review that it announced on
December 19, 2005. The review identified certain technical covenant compliance issues under the Credit
Agreement and under the RNS credit facility. The Company received waivers from the lenders under
these agreements and certain technical and clarifying amendments have been made to the RNS credit
facility agreement. The covenant compliance issues under the Credit Agreement necessitated certain
waivers under the Company's agreements covering its monetizations and interest rate swaps, all of which
have been obtained. No fees were paid to the lenders and counterparties in connection with these waivers
and amendments. The Company and its subsidiaries were in compliance with all of their debt agreements
and instruments at December 31, 2005.

Summary of Five Year Debt Maturities

Total amounts payable by the Company and its subsidiaries under its various debt obligations outstanding
as of December 31, 2005, including collateralized indebtedness (see Note 10) and capital leases, during
the five years subsequent to December 31, 2005, are as follows:

Years Ending December 31,

2006 ..ovoe oo seoeoeeeresseeeesss s e e $ 900,057 -
2007 cooovveeeereveeeveeeeeeerereseeseseseessseses s eeenene e oo 676,394
1 OO 818,849
D009 ..o oo veeveveeeveseeseereseese s s es s s 22t s ettt se s 1,161,860
2010 1o eeeeeeeveeeeeeeeeeeseseeer st s st s st sr et et ere sttt 261,860

The $1,256,000 of outstanding bank debt as of December 31, 2005 has been reflected in the table above
under the payment requirements of the New Restricted Group Credit Facility entered into on February 24,
2006 (see Note 23).

NOTE 10. © COLLATERALIZED INDEBTEDNESS AND DERIVATIVES

To manage interest rate risk, the Company has from time to time entered into interest rate swap contracts
to adjust the proportion of total debt that is subject to variable and fixed interest rates. Such contracts fix
the borrowing rates on floating rate debt to provide an economic hedge against the risk of rising rates
and/or convert fixed rate borrowings to variable rates to provide an economic hedge against the risk of
higher borrowing costs in a declining interest rate environment. At December 31, 2005 and 2004, the
Company was a party to interest rate swap agreements to pay floating rates of interest with a total notional
value of $450,000 and a fair value of approximately $10,541, and $4,051, a net liability position,
respectively. These agreements have not been designated as hedges for accounting purposes.

In addition, the Company has entered into prepaid interest rate swap agreements in connection with its
monetization of certain of its stock holdings, discussed below. These contracts require the Company to
pay a floating rate of interest in exchange for fixed rate interest payments, the net present value of which
was paid to the Company at the contract's inception. As of December 31, 2005 and 2004, the total
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notional value of such contracts was $613,960 and $1,115,045, respectively and the fair values of such
contracts were $26, 881 and $47,314, respectively, in a net liability position: . These agreements have not
been designated as hedges for accounting purposes.

The changes in the fair value of the Company's swap agreements and the net realized gains (losses) as.a
result of net cash interest income (expense) for the years ended December 31, 2005, 2004 and 2003
aggregating approx1mate1y $(16,497), $(656) and $10,420, respectively, are reflected in gain (loss) on
derivative contracts in the accompanying consolidated statements of. operatlons

The Company has also entered into various transactlons to pr0v1de an economic hedge against equity
price risk on certain of its stock holdings.- The Company had monenzed all of its stock holdings.in
Charter Communications, Inc., Adelphia Communications Corporation, AT&T, AT&T Wireless,

Comcast Corporation, General Electric Company and Leapfrog Enterprises, Inc. through the execution of
prepaid forward contracts, collateralized by an equivalent amount of the respective underlying stock.. The
contracts set a floor and cap on the Company's participation in the changes in the underlying stock prices
and at maturity are expected to offset declines in the fair values of the underlying stock below the hedge
price per share, while allowing the Company to retain upside appreciation from the hedge price per share
..to the cap price. At maturity, the contracts provide for the option to deliver cash or shares of AT&T,
Comcast, Charter Communications, Adelphia Communications, General Electric or Leapfrog stock (as
the case may be) with a value determined by reference to the applicable stock price at maturity.

The Company received cash proceeds upon execution of the prepaid forward contracts discussed above
which has been reflected as collateralized indebtedness in the accompanying consolidated balance sheets.
In addition, the Company separately accounts for the equity derivative component of the prepaid forward
contracts. These equity derivatives have not been designated as hedges for accounting purposes.
Therefore, the fair values of the equity derivatives of $296,017 and $371,856, at December 31, 2005 and
2004, respectively, have been reflected in the accompanying consolidated balance sheets and the net
increases (decreases) in the fair value of the equity derivative component of the prepaid forward contracts
of $135,677, $(132,940) and $(180,125), as of December 31, 2005, 2004 and 2003, respectively, are
included in gain (loss) on derivative contracts in the accompanying consolidated statements of operatxons
For the years ended December 31, 2005, 2004 and 2003, ‘the Company recorded a gairi’ (loss) on
investments of $(135,082), $135,649 and -$231,836 respectively, representing the’ net mcreases or
decreases in the fair values of all investment securities pledged as collateral for the period.

The following table summarizes the settlement of'the Company's collateralized indebtedness for the ‘year
ended December 31; 2005. The Company's collateralized indebtedness obligations relating to AT&T
Wireless, Charter, Adelph1a and AT&T shares were settled by delivering the underlyirig securities and
proceeds from the related equity derivative .contracts. The Company's collateralized 1ndebtedness
obligations relating to Comcast shares were settled by delivering the cash equal to the market value of the
Comcast shares and proceeds from the related equity derivative contracts. The cash was obtaired from
the proceeds of new monetization contracts covermg an equivalent number of Comcast shares and, in
certain cases, proceeds from a prepaid interest rate swap executed in conjunction ‘with the equlty
derivative contract. The terms of the new contracts are similar in all matenal respects to the contracts that
had matured and allow the Company to retain upside parti¢ipation in the’ Comcast shares up to the
contract's upside appreciation limit with downside exposure limited below the hedge price.

L
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AT&T
Adelphia Wireless Charter AT&T Comcast Total

Number of shares...... 1,010,000 7,243,166 1,862,229 4,183,455 7,159,206
Collateralized

indebtedness.......... $(39,935) $(116,544) $(42,676) $(165,036) $(266,227) $(630,418)

* Prepaid forward

CONtracts............... 39,834 8,897 39,678 79,502 - 43,604 211,515
Underlying .

securities ............... 101 - 2,998 85,534 - 88,633
Restricted cash.......... - . 108,647 - - - 108,647
Net cash receipt _ ,

(payment).............. $ - $ 1,000 $ - $ - $(222,623) $(221,623)
Proceeds from new

monetization

CONtracts......oeun... $ - $ - b - $ - $209,973 $209,973

Proceeds from
prepaid interest .
rate swap contract . - - - - 6,462 6,462
$ - $ - $ - $ - §216,435 $216,435

At December 31, 2005, the Company had collateralized indebtedness obligations of $857,774 that mature
during the next twelve months. The Company intends to settle such obligations by either delivering
shares of the applicable stock and proceeds of the equity derivative contracts or delivering cash from the
proceeds of a new monetization transaction. In the event of an early termination of any of these contracts,
the Company would be obligated to repay the fair value of the collateralized indebtedness less the sum of
the fair values of the underlying stock and equity collar, calculated at the termination date. As of
December 31, 2005, this settlement amount totaled approximately $16,300, which excludes the General
Electric monetization which would be favorable.

In October 2004, the Company received $213,647 in cash in exchange for all 14.2 million shares it owned
of AT&T Wireless common stock, representing the $15 share price paid in consideration of the merger-
between AT&T Wireless and Cingular Wireless LLC. The shares and resultant cash exchanged for such
shares had previously been pledged in support of the repayment of the collateralized debt. As a result of
that exchange, the Company's prepaid forward contracts relating to its shares of AT&T Wireless were
terminated: The termination provisions under the prepaid forward contracts required the Company to
repay the fair value of the collateralized indebtedness less the sum of the fair value of the underlying
stock and equity collars. The Company recognized a loss on the extinguishment of debt of approximately
$6,076 representing the difference between the fair value and the carrying value of the collateralized
indebtedness. - At December 31, 2004, the Company had settled certain collateralized indebtedness with a
fair value of $124,100 by releasing to the counterparty cash proceeds from the related prepaid forward
contract totaling $20,100 and the cash from the merger transaction of $105,000 both of which had been

" pledged in settlement of the debt. The Company received the net difference of $1,000 in cash upon
settlement in February 2005.

In connection with the issuance of the Series A Preferred Stock to Quadrangle, the Company entered into
an agreement with Quadrangle which granted Quadrangle the right to require the Company to purchase
the preferred stock ("put option™) for cash or through the issuance of registered equity securities of the
Company, at the Company's option. The exchange right and the put option were accounted for as a
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derivative. The change in the fair value of the exchange right and put option of $31,709 and $38,618 for
the years ended December 31, 2004 and 2003, respectively has been reflected as a loss on derivative
contracts in the accompanying consolidated statements of operations. In October 2003, Quadrangle
exercised its put option to require CSC Holdings to purchase all of its Series A Exchangeable
Participating Preferred Stock. The parties entered into an agreement that the put price was $150,328. The
put price was paid in cash by CSC Holdings in August 2004.

NOTE 11. PREFERRED STOCK

In February 2003, Quadrangle Capital Partners LP, a private invesﬁnent firm, invested $75,000 in the
Company, in the form of 10% Series A Exchangeable Participating Preferred Stock convertible into
Cablevision NY Group Class A common stock.

In connection with the issuance of the Series A preferred stock to Quadrangle, the Company entered into
an agreement with Quadrangle which granted Quadrangle the right to require the Company to purchase
the preferred stock ("put option") for cash or through the issuance of registered equity securities of
Cablevision, at the Company's option. The exchange right and the put option were accounted for as a
derivative.

In October 2003, Quadrangle exercised its "put option" to require CSC Holdings to purchase all of its
Series A Exchangeable Part1c1patmg Preferred Stock. The parties entered into an agreement that the put
price was $150,328. The put prlce was paid in cash by CSC Holdings in August 2004.

In February 1996, the Company issued 6,500,000 depositary shares, representing 65,000 shares of 11-
1/8% Series L Redeemable Exchangeable Preferred Stock (the "Series L Preferred Stock™), which were
subsequently exchanged for Series M Redeemable Exchangeable Preferred Stock (the "Series- M
Preferred Stock”) in August 1996 with terms identical to the Series L Preferred Stock. The depositary
shares were exchangeable, in whole but not in part, at the option of the Company, for the Company's 11-
1/8% Senior Subordinated Debentures due 2008. The Company was required to redeem the Series M
Preferred Stock on April 1, 2008 at a redemption price equal to the liquidation preference of $10,000 per
share plus accumulated and unpaid dividends. The Series M Preferred Stock was redeemable at various
redemption prices beginning at 105.563% at any time on or after April 1, 2003, at the option of the
Company, with accumulated and unpaid dividends thereon to the date of redemption. Before April 1,
2001, dividends could, at the option-of the Company, be paid in cash or by issuing fully paid and
nonassessable shares of Series M Preferred Stock with an aggregate liquidation preference equal to the
amount of such dividends. On and after April 1, 2001, dividends were payable in cash. The Company
paid cash dividends on the Series M Preferred Stock of approx1mately $42,882 and $123,500 in 2004 and
2003, respectively. :

In September 1995, the Company issued 2,500,000 shares of its $.01 par value 11-3/4% Series H
Redeemable Exchangeable Preferred Stock (the "Series H Preferred Stock") with an aggregate liquidation
preference of $100 per share. The Company was required to redeem the Series H Preferred Stock on
October 1, 2007 at a redemption price per share equal to the liquidation preference of $100 per share, plus
accrued and unpaid dividends thereon. The Series H Preferred Stock was redeemable at various
redemption prices beginning at 105.875% at any time on or after October 1, 2002, at the option of the
Company, with accumulated and unpaid dividends thereon to the date of redemption. Before October 1,
2000, dividends could, at the option of the Company, be paid in cash or by issuing fully paid and
nonassessable shares of Series H Preferred Stock with an aggregate liquidation preference equal to the
amount of such dividends. On and after October 1, 2000, dividends were payable in cash. The terms of
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the Series H Preferred Stock permitted the Company, at its option, to exchange the Series H Preferred
Stock for the Company's 11-3/4% Senior Subordinated Debentures due 2007 in an aggregate principal
amount equal to the aggregate liquidation preference of the shares of Series H Preferred Stock. The
Company paid cash dividends on the Series H Preferred Stock of approximately $17,712 and $51,016 in
2004 and 2003, respectively.

In May 2004, CSC Holdings redeemed all of its Series H Preferred Stock and its Series M Preferred
Stock. In connection with the redemptions, the Company recognized a loss of $58,170 representing the
redemption premiums paid. In addition, the Company wrote off $5,080 of unamortized deferred
financing costs in connection with these redemptions.

In connection with the implementation of Statement No. 150, Accounting for Certain Financial
Instruments with Characteristics of Both Liabilities and Equity, on July 1, 2003, the carrying value of the
Company's Series H and Series M Preferred Stock of $434,181 and $1,110,113, respectively, was
classified as a liability. In addition, beginning July 1, 2003, dividends have been classified as interest
expense, increasing interest expense by $87,258 for the year ended December 31, 2003. Prior to July 1,
2003, preferred stock dividend requirements of CSC Holdings are included in minority interests in the
accompanying consolidated statements of operations.

NOTE 12. INCOME TAXES
The Company and its 80% or more owned subsidiaries were included in the consolidated federal income
tax returns of Cablevision for the years presented herein. The income tax provision is determined on a

“stand-alone basis as if the Company filed separate consolidated income tax returns.

Income tax expénse (benefit) attributable to continuing operations consists of the following components:

Years Ended December 31,
2005 2004 2003
Current expense: : »
FEARTAL ..ottt ettt s be e tbe st $ - $ 93 3 .
SEALE ...ttt e 9,493 6,669 6,772
9,493 6,762 6,772
Deferred expense (benefit): '
FEAETAL .o.vivvovvvie ettt ettt (21,535) (53,075) (37,685)
SEALE 1.tioviivieciceieie et re ettt ebaeas (16,366) (113,370) 58,921
’ (37,901) (166,445) 21,236
Income tax expense (benefit) ... .cvrvrercerenrcncecrcrnnnnnnn. $(28,408) $(159,683) $ 28,008

The income tax expense (benefit) attributable to continuing operations for 2005, 2004 and 2003 exclude
deferred federal and state tax benefits of $4,107, $813 and $1,165, respectively, resulting from the
exercise of stock options, which were credited directly to paid-in capital.

The income tax expense attributable to discontinued operations was classified as deferred income tax
expense for all periods presented (see Note 6).
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The income tax expense (benefit) attributable to éontinuing operations differs from the amount derived by
applying the statutory federal rate to pretax income principally due to the effect of the following items:

Years Ended December 31,

2005 2004 2003

Federal tax benefit at statutory federal rate........c.occoeeveeriiinnen. $(26,512) $(202,776) $(53,304)
State income taxes, net of federal benefit..........cceeevvveiriecrinnn. (5,360) ' (19,329) (15,131)
Changes in the valuation allowance.............ccevverevene e, 6,459 14,036 27,988
State rate change, net of federal benefit............c.ccoccevivnrnnnnnn. (6,701) (21,615) 23,231
Nondeductible expense relating to Series A Preferred Stock .... - 11,098 : 13,517
Nondeductible preferred stock dividends ........cocoeevviuenns S - 21,208 30,540
Redemption premium on Series H and Series M Preferred ,

SEOCK 1.ttt - 20,360 -
Nondeductible eXPenses .......ccooiverirerirerererieinreaere s, 12,678 10,606 6,094
L0731 OO U UOTOUU PP SUT (8,972) 6,729 (4,927)

Income tax expense (benefit) ........... e $(28,408) $(159,683) $ 28,008

At December 31, 2005, the Company had consolidated net operating loss carry forwards of approximately
$2,978,202 expiring on various dates through 2024.

The Company's net operating loss carry forwards expire as follows:

2008 ...ttt ettt et r e rene e $ 55,263
2009 ..o e ettt er s 137,011
2010t ee et e bbbt r et r e 142,821
20LL ottt ettt r e r e 151,008
2002 et ettt n s e, 72,442
2018 oo e e e 102,156
2019 oottt et ene et er e 539,105
2020 ..ottt ettt n e - 146,614
21072 S ettt et et 366,844
2022 oo ettt e et se et er s 233,633
2023 oottt 497,647
2024 .ottt e, 533,658
‘ _ $2978202 °
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The tax effects of temporary differences which give rise to significant portions of deferred tax assets or
liabilities and the corresponding valuation allowance at December 31, 2005 and 2004 are as follows:

December 31,

2005 2004
Deferred Tax Asset (Liability) '
Current
Benefits of tax 10ss carry forwards.........ccoccoremieriininninnseerecessseserenan § 186,232 $ -
Benefit PLANS .voiiviii e e s s 71,598 26,354
Allowance for doubtful acCounts ........ccccevceveiriiiiiiice e 3,878 5,911
RESEIVe fOr TESUCIUTING. .....convverrenireeesenireenssseeseessesesssssts s nsessesssenens, S 3,833 © 15,962
OTHET ASSES ..eiivviiereieirieiiecr e e s e st eesebt e et r e be sttt e s eraeebeseteesaassnneesbaesabesesesearnesesees 1,671 19,159
Other liabilities......... et eteieie e tehe et R L oL ee et h Nt A kbt h e et b a st et na b st enanbennenen 71,680 60,883
Deferred tax asset..........ococvvvereeenee. ettt e — et aaet e et be s b e ta et ee st eabeearen eneas 274,892 128,269
Valuation alloWanCe.........ceecrrmiiiiniiic s (8,323) (3,741
Net deferred tax asset, CUITENT .u.vcveiveiriiierirtitees e sressere st srseressoreesessessanesesnes 266,569 124,528
TIVESIMENES ..ottt s en bbbt rene s s {208,388) : -
Deferred tax liability, CUITENt ......coovivriviiiiii e (208,388) -
Net deferred tax asset, CUITENL .........ovvvrviecirirreresieie e nee e eaesesnees 58,181 124,528
Noncurrent , ‘
Benefits of tax 10ss carry forwards.........ooouviviennvneni e 1,024,952 1,237,884
Bene It PLANS .o.cveeiciiciee e et bttt bbbt b 63,319 32,473
OBRET .ottt et et b bbb ettt b e an s 8472 5,568
Deferred tax asset........cccoceeeeiveevrecreneannns ettt a s .. 1,096,743 1,275,925
Valuation alloWance..........coeviiiiienarinn e (33,207) (38,283)
Net deferred tax asset, noncurrent 1,063,536 1,237,642
Fixed assets and intangibles .........ccovv v, (517,201) (537,807)
TNVESHINENLS ...ttt eterereene bbb scetstsrsanr st b ese e s s s st et e (73,718) (383,390)
Partnership iNVESHMENES .........c.coecierieireccerite e e sttt . (557,571) (336,113)
OthEr ASSELS ....eeuieiiiieiiee ettt st bbb s (2,785 -
Deferred tax liability, DONCUITENE ....ocoviiiiiniiiiiiccein i (1,151,275) (1,257,310)
Net deferred tax liability, noncurrent. ..., (87,739) (19,668)
Total net deferred tax asset (liability) ... et § (29,558) $ 104,860

Deferred tax assets have resulted primarily from the Company's future deductible temporary differences
and net operating loss carry forwards. In assessing the realizability of deferred tax assets, management
considers whether it is more likely than not that some portion or all of the deferred tax asset will not be
realized. The Company's ability to realize its deferred tax assets depends upon the generation of
sufficient future taxable income to allow for the utilization of its net operating loss carry forwards and
deductible temporary differences and tax planning strategies. If such estimates and related assumptions
change in the future, the Company may be required to record additional valuation allowances against its
deferred tax assets resulting in additional income tax expense in the Company's consolidated statement of
operations. Management evaluates the realizability of the deferred tax assets and the need for additional
valuation allowances quarterly. At this time, based on current facts and circumstances, management
believes that it is more likely than not that the Company will realize benefit for its gross deferred tax
assets, except those deferred tax assets against which a valuation allowance has been recorded. In 2005,
2004 and 2003, the Company recorded increases in the valuation allowance of $6,459, $14,036 and
$27,988, respectively, relating to certain state net operating loss carry forwards. The deferred tax asset
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corresponding to the expired net operating loss carry forwards had been fully offset by a valuaﬁon
allowance. The deferred tax asset and valuation allowance were both reduced by $6,953. ‘

NOTE13.  OPERATING LEASES

The Company leases certain office, production, transmission, theater, and event facilities under terms of
leases expiring at various dates through 2027. The leases generally provide for fixed annual rentals plus
certain real estate taxes and other costs. Rent expense for the years ended December 31, 2005, 2004 and
2003 amounted to $79,539, $77,041 and $80,722, respectively.

- In addition, the Company rents space on utility poles for its operations. The Company's pole rental
agreements are for varying terms, and management anticipates renewals as they expire. Pole rental
expense for the years ended December 31, 2005, 2004 and 2003 amounted to approximately $12,325,
$13,607 and $13,225, respectively. :

MSG operates Radio City Music Hall under a long-term lease. Under the terms of the lease agreement,
MSG is required to meet certain net worth, cash flow, and building utilization requirements. In the event
MSG were to fail to meet the lease requirements and was unable to remedy such defaults, the landlord
could have the option of terminating the lease.

The minimum future annual rentals for all operating leases for continuing operations (with initial or
remaining terms in excess of one year) during the next five years, including pole rentals from January 1,
2006 through December 31, 2010, and thereafter, at rates now in force are as follows:

2006 ... et teesereeesbesesti et e eteteeieiaeate eadeasire et ekt et et ed et aE e e ne e R LR e Ra R eeeEene ek e et e mantrabenerenteans $89,112
2007 oo ettt re e ettt et rns 84,951
2008 ...t et bttt ek et E Rt R bR et bk b st ete bt et ennns 79,423
2009 .ot ettt bttt ettt e h st e bt r bbbt b ae et eas s e rennns 76,240
20010 i s eerer e ettt ettt ekttt sae et eae s ens 71,394
THEIEAMIET .oeeviiiiee ettt e e e e e et et se e san e s eenesrasenens et beeabe st bt b s 419,597
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NOTE 14. AFFILIATE AND RELATED PARTY TRANSACTIONS

Equirty Method Investments

The folldwing table reflects the Company's effective ownership percentages and balances of equity
method investments as of December 31, 2005 and 2004

Ownership Percentages Investment Balances
December 31,
2005 2004 2005 - 2004
Fox Sports.Net New England @) ................ 50.0% 30.0% $39,463 $ 20,538
National Advertising Partners @)................ - 50.0 - 6,760
PVI1 Virtual Media Services LLC ®)......... 100.0 60.0 - -
Northcoast Communications () ................ 49.9 49.9 - -
Other (D ..o e, - - - 2
Investment in affiliates............cccooceneinn, 39,463 27,300
National Sports Partners ) .............c...cc.... - 50.0 - (59,913)
Deficit investment in affiliates................ - (59,913)
Net investment in affiliates .........c..ccco.nn.e. $39,463 $(32,613)

(a) See Note 3 for a discussion of the Regional Programming Partners restructuring which impacted our
ownership interest in these entities.

(b) PVI Virtual Media Services LLC was consohdated in the second quarter of 2004 pursuant to FIN No. 46R
and the ownership interest not owned by the Company was purchased in 2005.

(¢)  Northcoast Communications was consolidated in the first quarter of 2004 pursuant to FIN No. 46R.

(d) In November 2004, the Company sold its interest in New York Metro LLC and recorded a gain on sale of
approximately $2,232.
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The Company's share of the net income (loss) of these affiliates for the years ended December 31, 2005,
2004 and 2003 is as follows:

Years Ended December 31,

‘ ‘ 2005 2004 2003
Fox Sports Net New England .........cocoooceeiiernniinnreeiennnneeecees $6712 ~ $ 6,200 $ 3,215
Fox Sports Net Bay Area (&) _........cccooooiiiivirvocccrivesosssnre - - 6,142
Fox Sports Net Chicago @) .......ooooo.oooooereeseeeeecerereren - - 5,026
National Sports Partners ) e (3,379) (19,731) (21,728)
National Advertising Partners (®)...........c.oooooovomonimiceren (47) 1,992 3,339
Northcoast COmmMUNICAtIONS ......oeveriviierireiire e ere e sreerens - - 434,550
PVI Virtual Media Services LLC (©) .........oooovioiivcrerricicccnen - (1,668) (801)
New YOrk Metro, LLC .....oovveriieeieecte ettt eevsva e - 216 (1)
OFRET .ottt - - -
$ 3,286 $(12,991) $429,732

(a) Operating results of Fox Sports Net Bay Area and Fox Sports Net Chicago and Rainbow DBS have been
consolidated with those of the Company since December 2003 (see Note 3).

(b) See Note 3 for a discussion of the Regional Programming Partners restructuring which impacted our ownership
interest in these entities.

{(c) PVI Virtual Media Services LLC was consolidated in the second quarter of 2004, pﬁrsuant to FIN No. 46R.
The following table includes certain unaudited financial information for equity method investments:

December 31,

2005 2004
(unaudited)
TOAL ASSELS  ...ovveeeeeeeerieeeeeceree ettt et b e se s s e st sst et e b b eresassaraebetnsersbate st asesane sos $67,391 $133,364
Total HADIIIEIES® .....viecviiceieec ettt ce e cte b et aeetbe s et s sbesasstbe s esseraaearaes e 12,049 : 69,307

* Includes amounts due to the Company from affiliates referred to below.

Aggregate amounts due from and due to these affiliates at December 31, 2005 and 2004 are summarized
below: ' ‘

December 31,

2005 2004
Advances t0 affiliates ......ccccovvvieniiiiiii $ - $345
Accounts payable t0 affiliates...........ccovviiiiiii 1,428 852

The Company provides certain transmission and production services to certain of these affiliates. For the
years ended December 31, 2005, 2004 and 2003, approximately $1,608, $1,502 and $3,633, respectively,
of revenues were earned from services provided to these entities. Costs incurred by the Company for
programming, entertainment and advertising services provided by these affiliates and included in
operating expenses for the years ended December 31, 2005, 2004 and 2003 amounted to $3,509, $16,186
and $9,082, respectively.
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Northcoast Communications

In August 1996, the Company entered into an agréement with Northcoast PCS, LLC and certain of its
affiliates, to form a limited liability company, Northcoast Communications, to participate in the auctions
conducted by the FCC for certain licenses to conduct a personal communications service ("PCS")
business. The Company holds a 49.9% interest in Northcoast Communications and certain preferential
distribution rights. In accordance with the provisions of FIN No. 46R, the assets and liabilities
attributable to the Cornpany's 49.9% interest in Northcoast Communications were consolidated as of
March 31, 2004. Northcoast Communications is a Delaware corporation controlled by John Dolan, who
is a nephew of Charles F. Dolan and a cousin of James L. Dolan, the Company's Chairman and Chief
Executive Officer, respectively. :

In May 2003, Northcoast Communications completed its sale of spectrum licenses covering 50 U.S.
markets to Verizon Wireless for approximately $763,000 in cash. Of the proceeds, approximately
$51,000 was used by Northcoast Communications to retire debt. The remaining proceeds, after payment
of expenses, were distributed to the partners of Northcoast Communications, including the Company.
The Company's share of the proceeds was approximately $651,000. All of the funds were used by the
Company to repay bank debt under the Restricted Group credit facility.

Vendor financing for Northcoast Communications' Cleveland operation consisted of a $75,000 credit

facility at its Cleveland PCS, LLC subsidiary. This facility had no recourse to the Company or to

Northcoast Communications, other than pursuant to a pledge by Northcoast Communications of the stock.
of Cleveland PCS and a guarantee of the payment by Northcoast Communications and Cablevision of the
FCC indebtedness of the Cleveland PCS subsidiary which held the Cleveland license. In July 2004,

Northcoast Communications sold its Cleveland PCS business to an unaffiliated entity. As of
December 31, 2004, both the FCC indebtedness and the obligations of Cleveland PCS under the vendor

financing were satisfied. The Company did not record any gain or loss in connection with the sale.

Other Affiliates and Related Parties

During 2005, 2004 and 2003, the Company provided services to or incurred costs on behalf of other
affiliates, including Cablevision. These costs are reimbursed to the Company. Aggregate amounts due
from and due to these affiliates at December 31, 2005 and 2004 are summarized below:

December 31,

2005 2004
Advances to affiliates .........cocorveeiiini e $121,128 $6,545
Accounts payable to affiliates.........cooovieiia 39 17

In February 2005, the Company signed a letter of intent under which VOOM HD, LLC, a private
company formed by two of the Company’s Class B shareholders, Charles F. Dolan and Thomas C. Dolan,
had planned to acquire from the Company the business, assets and liabilities of the Company's Rainbow
DBS satellite business not included in the agreement with EchoStar (see Note 3). The letter of intent
between the Company and VOOM HD expired on February 28, 2005 without a definitive agreement
being reached.

Following the expiration of the letter of intent, the Company began shutting down the Rainbow DBS
satellite distribution operations. In March 2005, the Company entered into an agreement with Charles F.
Dolan and Thomas C. Dolan ("March 2005 Agreement") pursuant to which the parties agreed to work
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cooperatively to finalize the separation of Rainbow DBS from the Company. The Company agreed that.
no new shutdown activities would be undertaken at Rainbow DBS during the term of the agreement. In
accordance with the March 2005 Agreement, Charles F. Dolan deposited $15,000 with the Company to -
fund any expenditures above those contemplated in the shutdown budget, net of March revenue earned.
This agreement terminated on March 31, 2005 and, in accordance with its terms, the distribution business
of Rainbow DBS was shutdown effectxve April 30, 2005 and the Board of Dlrectors confirmed such
shutdown decision at a meeting on April 7, 2005. ' ,

Cash deposited by Charles F. Dolan under the March 2005 Agreement that was not used to fund costs or
segregated to pay costs associated with new commitments or other agreements of $8,663 was returned to
him prior to December 31, 2005. Cash of $6,337 deposited by Charles F. Dolan which was used to fund
the incremental costs less March 2005 revenue earned related to the Rainbow DBS satellite distribution
business, net of the related discounted income tax benefit to the Company, has been recorded as a deemed
net equity contribution.

Fox Sports Net Ohio and Cleveland Indians Baseball Club Limited Partnership (the "Indians") are parties
to a multi-year rights agreement under which Fox Sports Net Ohio pays license fees to the Indians in
exchange for telecast rights to substantially all regular season Indians games. The Indians are owned by
(i) Lawrence Dolan, a brother of Charles F. Dolan, the Company's Chairman, (ii) a trust, the beneficiaries
of which are Lawrence Dolan and certain descendants of Lawrence Dolan, and (iii) certain other trusts,
the beneficiaries of which are certain descendants of Charles F. Dolan, including James L. Dolan, the
Company's Chief Executive Officer, and- Marianne Dolan Weber and Patrick F. Dolan, officers of the
Company and brothers of James L. Dolan and a trust whose discretionary beneficiaries include Brian
Sweeney, son-in-law of Charles F. Dolan, brother-in-law of James L. Dolan, and a director. Management
control of the Indians is held by Lawrence Dolan. See Note 3 for the discussion on the Regional
Programming Partners restructuring in April 2005.

NOTE 15. BENEFIT PLANS
The Company has a Cash Balance Retirement Plan (the "Retirement Plan") for the benefit of employees

- other than those of the theater business. Under the Retirement Plan, the Company will credit a certain -
percentage of eligible base pay into an account established for each participant which will earn a market
based rate of return annually. ~

The Conipany uses a December 31 measurement date for the Retirement Plan.

Components of the net periodic pension cost for the Retirement Plan for the years ended December 31,
2005, 2004 and 2003, are as follows:

, 2005 2004 . 2003
SEIVICE COSL.riiiriiirriirierinre i eree et eten e nsberenaeseesreerenenes JRT $25,170 $24,916 $22,949
INtEIESt COSE. ittt are e 6,185 5,071 4,097
Expected return on plan assets..........coooevininns rereeeerrrarenen (8,046) (6,078) (4,206)
Net periodic Pension COSt.......corevereerriierreriinsinenir e $23,309 $23,909 - $22,840
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The funded status and the amounts recorded on the Company's consolidated balance sheets for the
Retirement Plan at December 31, 2005 and 2004, are as follows:

2005 2004
Change in benefit obligation: _
Benefit obligation at beginning of year...........cccccvvcmrnnennen, [ORURUUURUOTI $109,414 $83,672
SEIVICE COS.vvivvrriiietieeiirteiresbe it ete et ee et eaesasssas e saesbaac et s e e sabess e e eneseseesreemstsre s 25,170 24,916
TEEIESE COSEooeurinrinrirnrreree et ee e bt et s ra e et e et ne e enr s srr e s s ae e 6,185 5,071
ACHUATIAL LOSS 1ovivieieieeieeicetterine ettt ettt ae s 956 949 -
BENETIts PAIA ...ovviivvre et (7,908) (5,194)
Benefit obligation at end of Year ..........cco.iviiieiiiinine e 133,817 109,414
Change in plan assets: ‘
Fair value of plan assets at beginning of Year ............cc.cocreriomnrrevornicnirieninines 92,002 65,207
Actual returnt 0n plan a8SELS ... e e 6,757 5,136
Employer CONtribUtions ............cceorvevieerrerermcercnninnsionninnens e 25,752 26,853
Benefits paid .....coeovvieneinnenee i e e s (7,908) (5,194)
Fair value of plan assets at end of year............iluii i 116,603 92,002
Funded Status ........coevveivniiininiiins et e e neeben - (17,214) (17,412)
Unrecognized net actuarial 1088 ... 4,670 2,425
ACCTUEd DENETIE COST...vvuiviiriiiissiecneieeenetentes et sae st $(12,544) $(14,987)

Weighted-average assumptions used to determine net periodic cost for the years ended December 31,
2005, 2004 and 2003 are as follows:

2005 2004 2003
DHSCOUNE TALE....ovvveeriieeeererec et 6.00% 6.25% 6.75%
Rate of return on plan assets........ocooveevviiininiiinniec, 8.0% 8.0% 8.0%
Rate of increase in future compensation levels............cccceeenin, 4.25% 4.25% 4.5%

Historically, the discount rate used by the Company was based upon published yields for high quality
fixed income investments from Moody's and Merrill Lynch. In 2005, we determined the discount rate
(based on the expected duration of the benefit payments for this pension plan) by referring to applicable
bond yields (such as Moody's Aaa-Baa Corporate Bonds) and the Buck Consultants' Discount Rate Model
(which is developed by examining the yields on selected highly rated corporate bonds), to select a rate at
which we believe the pension benefits could be effectively settled. The Company's expected long-term
return on plan assets is based on a periodic review and modeling of the plan's asset allocation structure
over a long-term horizon. Expectations of returns for each asset class are the most important of the
assumptions used in the review and modeling and are based on comprehensive reviews of historical data
and economic/financial market theory. The expected long-term rate of return was selected from within
the reasonable range of rates determined by (a) historical real returns, net of inflation, for the asset classes
covered by the investment policy, and.(b) projections of inflation over the long-term period during which
benefits are payable to plan participants. '
Weighted-average assumptions used to determine benefit obligations at December 31, 2005 and 2004 are
as follows:

2005 2004

IS OUNE TALC . ..veoeveeees e eeeeeseveeesesevtesstsraessabeassemesaesinnsasesaeseseesssarenesaesentnsseserannnnnnnre 5.75% 6.00%
Rate of increase in future compensation levels............cccoocniiinnnnennn. e 4.00% 4.25%




CSC HOLDINGS, INC AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

The weighted average asset allocation of the Company's Retxrement Plan at December 31, 2005 and 2004
was as follows:

Plan Assets at December 31,

2005 2004
Asset Category:
Equity SECUurities ........ooeerecerrrerenns s TS OO U P TOUUROPRRRRRN 57% 52%
Fixed InCOME SECUTILIES .....eocoveeeiecieiier e, e e 34 ‘ 29
OFRET .. e e e 9 19
- ‘ o : 100% 100%

The Retirement Plan's investment objective is to invest in portfolios that would obtain a market rate of
return throughout economic cycles, commensurate with the investment risk and cash flow needs of the
Retirement Plan. This allows the Retirement Plan to subject a portion of its assets to increased risk to
generate a greater rate of return. The Retirement Plan addresses diversification by the use of investment
portfolios whose underlying investments are in domestic and international equity securities and domestic
fixed income securities. The investments in each portfolio are readily marketable and can be sold to fund
benefit payment obligations of the Retirement Plan as they become payable.

The Company currently expects to contribute the minimum required contrlbutlon of $6,788 to the
Retirement Plan in 2006.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be
paid:

2006 ......ocomrireecerrrnnn. et o $11,843

2007 e bt LR e e 13,653
2008 ..ottt et e bbb 14,876
2009 . bbb bR Rtk 16,467
2000 i e e e e s 17,023
201122005 et etttk s ene s ekt 105,855

The Company also maintains 401(k) savings plans as well as a non-qualified excess 401(k) savings plan,
pursuant to which an employee can contribute a percentage of eligible annual compensation, as defined.
The Company also makes matching cash contributions for a portion of employee contributions to both the
401(k) savings plans and excess 401(k) savings plan. The cost associated with these plans was
approximately $13,555, $13,321 and $12,938 for the years ended December 31, 2005, 2004 and 2003,
respectively.

The Company also maintains a non-contributory non-qualified excess cash balance plan covering certain
Company employees who participate in the Retirement Plan. Net periodic pension cost for this plan was
$1,566, $1,557 and $1,508 for the years ended December 31, 2005, 2004 and 2003, respectively. At
December 31, 2005 and 2004, the projected obligation was $5,515 and $4,657, respectively.

The Company maintains the CSC Supplemental Benefit Plan (the "Supplemental Plan") for the benefit of
certain officers and emplovees of the Company. As part of the Supplemental Plan, the Company
established a nonqualified defined benefit pension plan, which provides that, upon attaining normal
retirement age, a participant will receive a benefit equal to a specified percentage of the participant's
average compensation, as defined. All participants are 100% vested in the Supplemental Plan. Net
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periodic pension cost was $259, $337 and $671 for the years ended December 31, 2005, 2004 and 2003,
respectively. At December 31, 2005 and 2004, the projected benefit obligation was $3,589 and $9,352,
respectively.

Madison Square Garden also sponsors a non-contributory pension plan ("MSG Plan") covering its non-
union employees hired prior to January 1, 2001. Benefits payable to retirees under this plan are based
upon years of service and participants' compensation and is funded through a trust established under the
MSG Plan. Madison Square Garden uses a December 31 measurement date for the MSG Plan.
Components of the net periodic pension cost for the MSG Plan for the years ended December 31, 2005,
2004 and 2003, are as follows:

2005 2004 2003
SEIVICE COSL..iviiiiiniriiiriieeirereeeetisrcereaereenrs st nreevesreaes e $3,038 $3,312 $2,785
INtEIESt COS..uiiiiiiiiiieiiiei it et e s stae e eeabaens 3,249 3,087 2,636
Expected return on plan assets...........ccocevvcvnenas e (2,626) (2,183) (1,836)
ReCOZMZEA 10SS ..voveiiiiririiiirciteirieetenrese e st sesn st - . 48 -
Net periodiC PENSion COSt.....viiirrirerinereriieisereressesnesenes $ 3,661 $4,264 $ 3,585

The funded status and the amounts recorded on the Company's consolidated balance sheets for the MSG
Plan at December 31, 2005 and 2004, are as follows:

2005 2004
Change in benefit obligation:
Benefit obligation at beginning 0f YEar..........c.ocveverrinirincniiin s $57,906 $ 48,211
SEIVICE COSE.cvriitiiitieiieite ettt sttt cere e ste et a b e etbe s e b et s e e s eseseseeateenressresenes 3,038 3,312
TIIEEIEST COSt vernrtreiereeecieeeeer et e e s erereneee s eseseraseeesnesesonaesaetresessntresaetrtersnsranesesannnes 3,249 3,087
ACTUATIAL JOSS 1viiiviieiieiiiriri et se e re et rr e ste e e bt eas b et reaneas 5,004 4,195
Benefits paid .....c.cccovvrieeccnininr e e (1,119) {899)
Benefit obligation at end of Year .........c.ovecevvevveenini it sr s 68,078 57,906
Change in plan assets:
Fair value of plan assets at beginning of year ..................................................... 31,779 27,293
Actual return On Plan @SSELS .......ovveeveriireeireriirore e serre e a e erb et enens 1,108 2,346
Employer contribUtions...........c.vceeveveinvrisererniene e censsnsn e scssnnsssesesaesnsnas ' 7,532 3,040
Benefits Paid ....coccivieriveiicrei e bbb (1,119) (899)
Fair value of plan assets at end 0f Year.......c.ccovveeriieienieninnieenes i 39,300 - 31,780
FUNAEA STAIUS ...vvecieievcciiiereeie sttt nte st ettt sttt st ean b e b e s arans (28,778) (26,126)
Unrecognized net actiarial LoSS .......ovevvverriionineniee e siesie e 12,145 8,110
ACCTUEd DENETIt COSt....irviriiiriiiii ettt e sttt $(16,633) $(18,016)

Welghted-average assumptions used to determine net perlodlc cost for years ended December 31, 2005,
2004 and 2003 are as follows:

2005 2004 2003

DISCOUNE TALE......covveveveosssaeeeess st sstasssssssssses s sssss s sssseses 6.00% 6.25% 6.75%
Rate of return on plan assets......cococevvevrennrcrercenrennnnn, e 8.00% 8.00% 8.00%
Rate of increase in future compensation levels...........cocceeevnee. 3.00% 3.00% 3.00%

Historically, the discount rate used by the MSG Plan was based upon published yields for high quality
fixed income investments from Moody's and Merrill Lynch. In 2005, we determined the discount rate
(based on the expected duration of the benefit payments for this pension plan) by referring to applicable
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bond yields (such as Moody's Aaa-Baa Corporate Bonds) and the Buck Consultants' Discount Rate Model .
(which is developed by examining the yields on selected highly rated corporate bonds), to select a rate at
which we believe the pension benefits could be effectively settled. The Company's expected long-term
return on plan assets is based on a periodic review and modeling of the plan's asset allocation structure
over a long-term horizon. Expectations of returns for each asset class are the most important of the
assumptions used in the review and modeling and are based on comprehensive reviews of historical data
and economic/financial market theory. The expected long-term rate of return was selected from within
the reasonable range of rates determined by (a) historical real returns, net of inflation, for the asset classes
covered by the investment policy, and (b) projections of inflation over the long-term period during which
benefits are payable to plan participants. ‘

Weighted-average assumptlons used to determine benefit obligations at December 31, 2005 and 2004 are
as follows: :

2005 . 2004

DISCOUNL TALE...c.oveerntereiceeriie ettt cere sttt ee st se s ne s es s 5.75% 6.00%
Rate of increase in future compensation levels.........ccoooicviiriinincninennninenninnn 4.00% 3.00%

The weighted average asset allocation of the MSG Plan at December 31, 2005 and 2004 was as follows:

Plan Assets at December 31,

2005 2004
Asset Category: ‘
Equity securities .........c.oooccvviiviimiiisiinniinc ot s 61% 57%
Fixed INCOME SECUTTHIES ... c..ouiieeieiiieticeet et b et re et ra s eenas 31 - 23
Other ... RTSRTTIUN et b et e 8 20
' : 100% 100%

The MSG Plan's investment objective is to invest in portfolios that would obtain a market rate of return
throughout economic cycles, commensurate with the investment risk and cash flow needs of thée MSG
Plan. This requires the MSG Plan to subject a portion of its assets to increased risk to generate a greater
rate of return. The MSG Plan addresses diversification by the use of investment portfolios whose
underlying investments are in domestic and international equity securities and domestic fixed income
securities. The investments in each portfolio are readily marketable and can be sold to fund benefit
payment obligations of the MSG Plan as they become payable.

The Company is currently not required to make a minimum contribution to the MSG Plan in 2006,
however, it expects to make a discretionary contribution of $3,825 to reduce future contribution
requirements.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be
paid from the MSG Plan: :

2006 e oo eeeeeeeesress s s seeesh e eesee et sttt e m e ee e $ 1,346
2007 oot ee e eeseeesesees e e et e ettt 1,428
2008 oo eeeeeeees e ees e ettt e e s e e 1,587
2009 ......o oo se e seeesseeeseseeessesestee oot ee st e oot 1,712
2010t et 1,910
DOLL-20TS 1o eeeeeveeeseeerese e sesies e eeeseseseeeseeseee s e oo se s seesesesesessere e sesereses e ee e e e 13,248
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MSG sponsors additional non-contributory pension plans covering certain of its union employees.
- Benefits payable to retirees under these plans are based upon years of service and, for one plan,
participants' compensation, and are funded through trusts established under the plans. Plan assets are
invested primarily in equity and fixed income securities. At December 31, 2005 and 2004, the accrued
benefit liability amounted to $1,627 and $1,592, respectively, and for the years ended December 31,
2005, 2004 and 2003, net periodic pension cost amounted to $499, $513 and $539, respectively.

In addition, MSG contributes to various multiemployer pension plans. Contributions made to these
multiemployer plans for the years ended December 31, 2005, 2004 and 2003 amounted to $5 846, $5,516
and $3,178, respectively.

In addition, MSG maintains a nonfunded, nonqualified defined benefit pension plan for the benefit of
certain employees of MSG who participate in the underlying qualified plan. This plan provides that, upon
retirement, a participant will receive a benefit based on a formula which reflects the participant's
compensation. Net periodic pension cost for this plan was $1,664, $1,318 and $2,053 for the years ended
December 31, 2005, 2004 and 2003, respectively. At December 31, 2005 and 2004, the prOJected
obligation was $16,996 and $12,253, respectively.

MSG also sponsors a contributory welfare plan which provides certain postretirement health care benefits
to certain of its employees hired prior to January 1, 2001 and their dependents. The welfare plan is
insured through a managed care provider and MSG funds these benefits with premium payments. For the
years ended December 31, 2005, 2004 and 2003, the periodic postretirement benefit cost amounted to
$637, $545 and $429, respectively, and as of December 31, 2005 and 2004, the accrued benefit liability
amounted to $7,147 and $7,128, respectively.

NOTE 16. EQUITY AND LONG-TERM INCENTIVE PLANS

Equity Plans

Cablevision has employee stock plans under which it is authorized to grant incentive stock options,
nonqualified stock options, restricted shares, stock appreciation rights, and bonus awards. The exercise
price of stock options can not be less than the fair market value per share of Cablevision’s Class A
common stock on the date the option is granted and the options expire no later than ten years from date
of grant (or up to one additional year in the case of the death of a holder of nonqualiﬁed options). Stock
appreciation rights provide for the employee to receive a cash payment in an amount equal to the
difference between the fair market value of the stock as of the date the right is exercised, and the
exercise price. Options and stock appreciation rights granted in 2005, 2004 and 2003 typically vest in
33-1/3 annual increments beginning one year from the date of grant. Restricted shares granted in 2005,
2004 and 2003 were typically subject to four year cliff vesting. Performance based options granted in
2005 were typically subject to approximately three year or two year cliff vesting, with exerciseability
subject to performance criteria. As a result, the Company recorded expense (income) of approximately
$26,699, $34,314 and $42,450 for 2005, 2004 and 2003, respectively. These amounts reflect vesting
schedules for applicable grants as well as fluctuations in the market pnce of the underlying Cablevision
common stock.

Long-Term Incentive Plan .

Pursuant to the Company's Long-Term Incentive Plan, certain executives have been granted cash awards,
some of which are performance based, that vest over varying periods and are typically payable at the end of the
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vesting period or on specified dates. One form of award received by certain executives under the Plan was a
performance retention award, vesting over 7 years. The terms of the performance retention awards provide
that the executive could have requested a loan from the Company in the amount of the award prior to its
vesting, subject to certain limitations, provided that such loan was secured by a lien in favor of the Company
on property owned by the executive. Effective July 30, 2002, such requests for advances on amounts of
awards are no longer permitted. Imputed interest to those executives on these interest free loans amounted to
$1,017, $1,353 and $1,732, respectively for the years ended December 31, 2005, 2004 and 2003. As of
December 31, 2005 and 2004, $26,850 and $27,270, respectively, was outstanding in respect of advances
made pursuant to this plan. In connection with the Long-Term Incentive Plan, the Company has recorded
expense of $39,579, $12,632 and $19,541 for the years ended December 31, 2005, 2004 and 2003,
respectively. ' .

In addition, in 2003, the Company granted certain management employees cash awards that vested in July
2005 when the Company reached certain performance goals. Such awards were amortized ratably over
the period in which the Company was expected to achieve these goals, and accordingly recorded expense
of $2,380, $18,868 and $16,492 in respect of this award in 2005, 2004 and 2003, respectively.

NOTE 17. CONTRACTUAL OBLIGATIONS

Future cash payments required under unconditional plirchase obligations pursuant to contracts entered into
by the Company in the normal course of business, are as follows as of December 31, 2005:

Payments Due by Period
, More than
Total Year 1 Years 2-3 ~ Years 4-5 5 years
Off balance sheet : . ‘
contractual
arrangements:
Purchase
obligations (1)__.. $2,315,575 $504,148 $408,742 $307,563 $1,095,122
Guarantees (D ........ 16,195 16,195 - - -
Letters of credit (3) 45,736 45,736 - - -
Total oo, $2,377,506 $566,079 $408,742 $307,563 $1,095,122
Contractual
obligations
reflected on the
balance sheet:
Purchase :
obligations () ..... $ 174,593 $ 88,763 $ 65,394 $ 6,466 $ 13970
Total.....oocviiven, $2,552,099 $654,842 $474,136 $314,029 $1,109,092

(1)  Purchase obligation amounts not reflected on the balance sheet consist primarily of (i) long-term rights
agreements which provide Madison Square Garden and other regional sports networks with exclusive
broadcast rights to certain live sporting events in exchange for minimum contractual payments, (ii) payments
under employment agreements that we have with our professional sports teams' personnel that are generally

" guaranteed regardless of employee injury or termination, and (iii) minimum purchase requirements incurred
in the normal course of the Company's operations.

(2). Includes outstanding guarantees primarily by CSC Holdings in favor of certain financial institutions in
respect of ongoing interest expense obligations and potential early termination events in connection with the

1I-51




CSC HOLDINGS, INC. AND SUBSIDIARIES
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Dollars in thousands, except per share amounts)

monetization of the Company's holdings of Charter Communications, General Electric, and Comcast
Communications common stock. Amounts payable under such monetization guarantees are estimated as of a
particular point in time by the financial institution counterparty and are based upon the current price of the
underlying common stock and various other assumptions, including stock market volatility and prevailing
interest rates. Such guaranteed amounts approximate the fair value of the monetization indebtedness less the
sum of the fair values of the underlying stock and the equity collar as reflected in the Company's
accompanying consolidated balance sheet.
(3)  Consist primarily of letters of credit obtained by CSC Holdings in favor of insurance providers and certain

governmental authorities for the Telecommunications Services segment.

(4) Consist principally of amounts earned under employment agreements that we have with our professional
sports teams’ personnel. Other long-term obligations also include deferred carriage payments.

The future cash payments reflected above do not include the impact of potential insurance recoveries or
amounts which may be due to the National Basketball Association ("NBA") for luxury tax payments.

The future cash payments reflected above also do not include the Company's agreements with EchoStar
Communications Corporation relating to the launch and operation of the business of Rainbow HD
Holdings LLC, the Company's VOOM HD Networks high-definition television programming service.
EchoStar was issued a 20% interest in Rainbow HD Holdings, the Company's subsidiary owning the
VOOM HD Networks programming service, and that 20% interest will not be diluted until $500,000 in
cash has been invested in Rainbow HD Holdings by the Company. Under the terms of the affiliation
arrangements with EchoStar covering the VOOM HD Networks for a 15 year term, if Rainbow HD
Holdings fails to spend $100,000 per year up to a maximum of $500,000 in the aggregate (which
$100,000 annual amount may be reduced to no less than $38,000 per year, to the extent that the number of
offered channels is less than 21) on its service offerings, EchoStar may terminate the affiliation
agreement. The Company has the right to terminate the affiliation agreement if the VOOM HD Networks
are discontinued in the future. On the fifth or eighth anniversary of the effective date of the agreement,
the termination of the Affiliation Agreement by EchoStar, or other specified events, EchoStar has a put
right to require a wholly-owned subsidiary of Rainbow Media Holdings to purchase all of its equity
interests in Rainbow HD Holdings at fair value. On the seventh or tenth anniversary of the effective date
of the agreement, or the second anniversary date of the termination of the Affiliation Agreement by
EchoStar, a wholly-owned subsidiary of Rainbow Media Holdings has a call right to purchase all of
EchoStar's ownership in Rainbow HD Holdings at fair value.

Many of the Company's franchise agreements and utility pole leases require the Company to remove its
cable wires and other equipment upon termination of the respective agreements. The Company has
concluded that the fair value of these asset retirement obligations cannot be reasonably estimated since
the range of potential settlement dates is not determinable.

NOTE 18. LEGAL MATTERS

The Company is party to various lawsuits, some involving substantial amounts. Although the outcome of
these matters cannot be predicted with certainty and the impact of the final resolution of these matters on
the Company's results of operations in a particular subsequent reporting period is not known, management
does not believe that the resolution of these lawsuits will have a material adverse effect on the financial
position or liquidity of the Company.
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Tracking Stock Litigation

In August 2002, purported class actions naming as defendants the Company and each of its directors were
filed in the Delaware Chancery Court. The actions, which allege breach of fiduciary duties and breach of
contract with respect to the exchange of the Rainbow Media Group tracking stock for Cablevision NY
Group common stock, were purportedly brought on behalf of all holders of publicly traded shares of
Rainbow Media Group tracking stock. The actions sought to (i) enjoin the exchange of Rainbow Media
Group tracking stock for Cablevision NY Group common stock, (ii) enjoin any sales of "Rainbow Media
Group assets," or, in the alternative, award rescissory damages, (iii) if the exchange is completed, rescind
it or award rescissory damages, (iv)award compensatory damages, and (v)award costs and
disbursements. The actions were consolidated into one action on September 17, 2002, and on October 3,
2002, the Company filed a motion to dismiss the consolidated action. The action was stayed by
agreement of the parties pending resolution of a related action brought by one of the plaintiffs to compel
the inspection of certain books and records of the Company. On October 26, 2004, the parties entered
into a stipulation dismissing the related action, and providing for the Company's production of certain
documents. - On December 13, 2004, plaintiffs filed a consolidated amended complaint. The Company
filed a motion to dismiss the amended complaint. On April 19, 2005, the court granted that motion in
part, dismissing the breach of contract claim but declining to dismiss the breach of fiduciary duty claim
on the pleadings. '

In August 2003, a purported class action naming as defendants the Company, directors and officers of the
Company and certain current and former officers and employees of the Company's Rainbow Media
Holdings and American Movie Classics subsidiaries was filed in New York Supreme Court by the
Teachers Retirement System of Louisiana ("TRSL"). The actions relate to the August 2002 Rainbow
Media Group tracking stock exchange and allege, among other things, that the exchange ratio was based
upon a price of the Rainbow Media Group tracking stock that was artificially deflated as a result of the
improper recognition of certain expenses at the national services division of Rainbow Media Holdings.
The complaint alleges breaches by the individual defendants of fiduciary duties. The complaint also
alleges breaches of contract and unjust enrichment by the Company. The complaint seeks monetary
damages and such other relief as the court deems just and proper. On October 31, 2003, the Company
and other defendants moved to stay the action in favor of the previously filed actions pending in Delaware
or, in the alternative, to dismiss for failure to state a claim. On June 10, 2004, the court stayed the action
on the basis of the previously filed action in Delaware. TRSL subsequently filed a motion to vacate the
stay in the New York action, and simultaneously filed a motion to intervene in the Delaware action and to
stay that action. The Company opposed both motions.” On April 19, 2005, the court in the Delaware
action denied the motion to stay the Delaware action and granted TRSL's motion to intervene in that
action. On June 22, 2005, the court in the New York action denied TRSL's motion to vacate the stay in
that action.

The Company believes the claims in both the Delaware action and the New York action are without merit
and is contesting the lawsuits vigorously.

The Wiz Bankruptcy

TW, Inc. ("TW"), a former subsidiary of the Company and operator of The Wiz consumer retail
electronics business, is the subject of a Chapter 11 bankruptcy proceeding in the U.S. Bankruptcy Court
for the District of Delaware. In February 2005, TW filed a complaint in the bankruptcy proceeding
seeking recovery of alleged preferential transfers in the aggregate amount of $193,457. Also in February
2005, the Official Committee of Unsecured Creditors of TW (the Committee) filed a motion seeking
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authority to assume the prosecution of TW's alleged preference claims and to prosecute certain other
causes of action. The bankruptcy court granted the Committee's motion on or about March 10, 2005,
thereby authorizing the Committee, on behalf of TW, to continue the preference suit and to assert other
claims against the Company. On March 12, 2005, the Committee filed a complaint in the bankruptcy
court against the Company, certain of its subsidiaries, and certain present and former officers and
directors. The Committee filed an amended complaint on April 15, 2005, and served that complaint on or
about April 28, 2005. The Committee’s amended complaint asserts preferential transfer claims allegedly
totaling $193,858, breach -of contract, promissory estoppel, and misrepresentation claims allegedly
totaling $310,000, and fraudulent conveyance, breach of fiduciary duty, and other claims seeking
unspecified damages. On June 30, 2005, the Company filed a motion to dismiss several of the claims in
the amended complaint. On October 31, 2005, the bankruptcy court denied the motion to dismiss. The
bankruptcy court’s ruling on the motion to dismiss allows the Committee to proceed with its claims
against the Company. The Company believes that all the claims asserted by TW and the Committee are
without merit and is contesting them vigorously.

Dolan Family Group Proposal and Special Dividend Litigation

In June and July 2005, a number of shareholder class action lawsuits were filed against the Company and
its individual directors in the Delaware Chancery Court, the New York Supreme Court for Nassau
County, and the U.S. District Court for the Eastern District of New York, relating to the Dolan family
group proposal to acquire the outstanding, publicly held interests in the Company following a pro rata
distribution of Rainbow Media Holdings. On October 24, 2005, the Company received a letter from the
Dolan family group withdrawing its June 19, 2005 proposal and recommending the consideration of a
special dividend. On November 17, 2005, the plaintiffs filed a consolidated amended complaint in the
New York Supreme Court action to relate to the special dividend proposed by the Dolan family group. On
February 9, 2006, the plaintiffs filed a second amended complaint adding allegations related to the
December 19, 2005 announcement that the Board had decided not to proceed with the proposed special
dividend, and the January 31, 2006 announcement that the Board is expected to begin reconsideration of a
possible special dividend at its regularly scheduled meeting in March 2006. The amended complaint
seeks, among other things, to enjoin the payment of the special dividend proposed by the Dolan family

group.

On December 28, 2005, a purported shareholder derivative complaint was filed in the U.S. District Court
for the Eastern District of New York alleging that certain events during 2005, including those relating to
the proposed special dividend, constitute breaches of fiduciary duty. The action is brought derivatively
on behalf of Cablevision and names as defendants each member of the Board of Directors. The complaint
seeks unspecified- damages and contribution and indemnification by the defendants for any claims
asserted against the Company as a result of the alleged breaches.

The plaintiff in a patent infringement case pending in the U.S. District Court for the Eastern District of
New York, Rates Technology Inc. v. Cablevision Systems Corp., has requested permission from the court
to file a supplemental complaint alleging that the special dividend would constitute a fraudulent
conveyance and seeking to enjoin payment of any such dividend. The underlying patent infringement
complaint, filed in July 2005, alleges that the Company’s Optlmum Voice products infringe two patents
owned by the plaintiff. The Company believes that the plaintiff’s patent infringement claims as well as its
proposed fraudulent conveyance claims are without merit and intends to contest the lawsuit vigorously.
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Director Litigation

. Cablevision has been named as a nominal defendant in a purported shareholder derivative complaint filed
in the Court of Chancery of the State of Delaware. The action is brought derivatively on behalf of
Cablevision and names as additional defendants Charles F. Dolan, the Chairman of Cablevision, and
Rand Araskog, Frank Biondi, John Malone and Leonard Tow, each of whom was appointed as a director
on March 2, 2005 by Mr. Dolan and certain other holders of the Company's Class B common stock. The
complaint alleges that Charles F. Dolan, as the controlling Class B shareholder of Cablevision, by
purporting to remove three Cablevision Board members (William J. Bell, Sheila Mahony and Steven
Rattner) and replace them with the four new directors, wrongfully interfered with the Board's role in
managing the affairs of Cablevision and sought to substitute his judgment of how to proceed with the
VOOM HD Networks of Cablevision's Rainbow DBS subsidiary above that of the Board. The action
seeks, among other things, to preliminarily and permanently enjoin Charles F. Dolan from interfering
with the managerial prerogatives of Cablevision's Board; rescinding the purported appointment of the new
directors; rescinding the removal of Mr. Bell, Ms. Mahony and Mr. Rattner as directors and restoring

them to their positions as directors and directing Charles F. Dolan to account to Cablevision for its
damages.

New York Jets Litigation

On March 16, 2005, the New York Jets LLC and Jets Development LLC ("Jets") filed a complaint in the

~U.S. District Court for the Southern District of New York against Cablevision, CSC Holdings, Inc., and
Madison Square Garden, L.P. The complaint related to various actions allegedly taken by defendants in
connection with a proposed football stadium for the Jets on the West Side of Manhattan. Specifically, the
complaint alleged: (1) that Cablevision "possesses monopoly power in the markets for facility rental and
ticket sales for large-scale events in enclosed spectator facilities and suite rentals in Manhattan" and has
acted anti-competitively in violation of Section 2 of the Sherman Act; (2) that defendants have tortiously
interfered with the Jets' prospective business relations by making a "sham bid" for the MTA land that is
the site of the proposed stadium "to injure the Jets and deprive them of an advantageous existing and
prospective business relationship”; (3) that defendants have tortiously interfered with the Jets' prospective
business relations with networks carried on defendants' cable system: and (4) that defendants have
"engaged in deceptive and misleading conduct, including dissemination of deceptive and materially
misleading advertising and preventing dissemination of accurate information," in violation of New York
General Business Law Section 349. The Company filed a motion to dismiss all claims asserted in the
complaint. On October 17, 2005, the court issued a decision granting the motion to dismiss with respect
to Cablevision's alleged "public misrepresentations" and denying that motion in all other respects. On
February 27, 2006, the parties filed a stipulation of dismissal of all claims and counter-claims in the case.
Neither party has admitted any fault or assumed any liability.

Accounting Related Investigations

The improper expense recognition matter previously reported by the Company has been the subject of
investigations by the Securities and Exchange Commission and the U.S. Attorney's Office for the Eastern
District of New York. The Securities and Exchange Commission is continuing to investigate the
improper expense recognition matter and the Company's timing of recognition of launch support,
marketing and other payments under affiliation agreements.
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NOTE 19. DISCLOSURES ABOUT THE FAIR VALUE OF FINANCIAL INSTRUMENTS

Cash and Cash Equivalents, Restricted Cash, Accounts Receivable Trade, Notes and Other Receivables,
Prepaid Expenses and Other Assets, Advances to Affiliates, Accounts Payable, Accounts Payable to
Affiliates and Accrued Liabilities.

The carrying amount approximates fair value due to the short-term maturity of these instruments.

Derivative Contracts and Liabilities Under Derivative Contracts

Derivative contracts are carried on the accompanying consolidated balance sheets at fair value based on
dealer quotes.

Investment Securities and Investment Securities Pledged as Collateral

Marketable securities are carried on the accompanying consolidated balance sheets at their fair value
based upon quoted market prices.

Bank Debt, Collateralized Indebtedness. Notes Payable, Senior Notes and Debentures, and Senior
Subordinated Notes and Debentures ‘ .

The fair values of each of the Company's debt instruments are based on quoted market prices for the same
or similar issues or on the current rates offered to the Company for instruments of the same remaining
maturities.

Interest Rate Swap Agreements

Interest rate swap agreements are carried on the accompanying consolidated balance sheets at fair value
based on valuations provided by a derivative valuation system using current market interest rate data.
These values represent the estimated amount the Company would receive or pay to terminate agreements,
taking into consideration current interest rates.
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The fair value of the Company's debt instruments are summarized as follows:

December 31, 2005

Carrying - Estimated
Amount Fair Value
Debt instruments:
Bank debt.......ccooeirincininiciee e e [T $1,851,500 $1,851,500
Collateralized indebtedness............ e e e et rae s er e b e e eeaee s e e e eeas 1,170,126 1,171,731
Senior notes and debeNntUreS.........ocoiviii i 4,492,760 4,453,636
Senior subordinated notes and AEbENtUIES ........ccovveviviiiiiieiieere et 746,621 819,982
NOES PAYADIE ... vevevereerierereiirrire e et 15,905 15,778
: $8,276,912 $8,312,627
December 31, 2004

Carrying Estimated
Amount Fair Value

Debt instruments: : :
BanK debt......cviiriciiiiiecc e ettt $2,489,887 $2,489,887
Collateralized indebtedness. .....cocerreiiceniineecce e 1,553,427 1,582,422
Senior notes and debentures..........covviveeereriencrenennne. s 4,491,564 4,806,901
Senior subordinated notes and debentures .............. et et b s 746,231 836,748
NOES PAYADIE ......coviriicrit e s 150,000 150,000
' $9,431,109 $9,865,958

The Company currently consolidates a 60% majority-owned interest in a limited-life partnership. The
estimated liquidation value of the 40% minority interest is approximately $106,000 and $114,000 as of
December 31, 2005 and 2004, respectively, compared to the carrying value of such minority interest of
$53,820 and $53,470, respectively.

Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument. These estimates are subjective 'in nature and involve
uncertainties and matters of significant judgment and therefore cannot be determmed with precision.
Changes in assumptions could significantly affect the estimates.

NOTE 20. SEGMENT INFORMATION

The Company classifies its business interests into three segments: Telecommunications Services,
consisting principally of its video, high-speed data, Voice over Internet Protocol and its commercial data
and voice services operations; Rainbow, consisting principally of interests in national and regional cable
television programming networks, including AMC, The Independent Film Channel, WE: Women's
Entertainment, fuse and the VOOM HD Networks; and Madison Square Garden, which owns and
operates professional sports teams, regional cable television networks and an entertainment business.
Beginning in the first quarter of 2005, the VOOM HD Networks have been included in the Rainbow
Segment. Those channels were previously included in the Rainbow DBS segment which has been
discontinued. Prior period segment information has been reported on a comparable basis.

The Company's reportable segments are strategic business units that are managed separately. The
Company evaluates segment performance based on several factors, of which the primary financial
measure is business segment adjusted operating cash flow (defined as operating income (loss) before
depreciation and amortization (including impairments), stock plan income or expense and restructuring
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charges or credits), a non-GAAP measure. The Company has presented the components that reconcile
adjusted operating cash flow to operating income (loss), an accepted GAAP measure. Information as to
the operations of the Company's business segments is set forth below.

. ' Years Ended December 31,

2005 ’ 2004 2003

Revenues, net from continuing operations ' ‘
Telecommunications SEIVICES .......vviiivieeeiveirrireereeeeereeire s $3,606,765 $3,123,956 $2,715,298
RaAINBDOW . ..ottt et et ettt e e ae s eearae e b s e anene 828,994 923,894 610,417
Madison - SQUare Garder .........ceeverieeerireereneseserseenesceceeeenenneene 804,395 778,754 771,986
AILOther B .o 85,385 86,765 84,447
Intersegment eliminations........... SOOI PR (149,628) (163,332) (158,939)

$5,175911 $4,750,037 $4,023,209

(a) Represents net revenues of Clearview Cinemas and PVI Virtual Media, which was consolidated in the second
quarter of 2004 in accordance with FIN No. 46. In May 2005, Cablevision exchanged its 60% interest in PV
Latin America for the 40% interest in the rest of PVI that it did not already own.

Intersegment eliminations are primarily affiliate revenues recognized by our Rainbow and MSG segments
from the sale of cable network programming to our Telecommunication Services segment.

Years Ended December 31,

_ 2005 2004 2003
Intersegment revenues
Telecommunications SEIVICES .........ovevrerirreeererirenrerrrececaeeaes $ 2420 $ 7,123 $ 5,197
RAIIDOW ..ttt et s e s b e vt e st e se e s e setbereeesenees - 48,547 62,650 50,105
Madison Square Garden ........cocoveoeveevercoivicrieerieen e 98,661 93,559 103,637
$149,628 $163,332 $158,939

Reconciliation (by Segment and in Total) of Adjusted Operatihg Cash Flow to Operating Income
(Loss) from Continuing Operations

Years Ended December 31,

2005 2004 2003
Adjusted operating cash flow from continuing
operations (unaudited) ' ‘
Telecommunications SEIVICES ....ccvvvvvirreeerirerireerrrinceenrressreerenes $1,412,199 $1,226,790 $1,046,158
RAINDOW...uoiiviiiieiic i e e 157,863 95,522 56,145
Madison Square Garden ...........cccocevicmmnenniniinen 120,440 170,057 67,626
ALLOther 0D (77,494) (67.411) (47,485)
: $1,613,008 $1,424,958 $1,122,444
Years Ended December 31,
2005 2004 2003
Depreciation and amortization (including impairments)
included in continuing operations
TelecoOMMUNICAIONS SETVICES ..vivivivriereeereeeerreeerareererereseseecense $ (843,177) $ (786,485) $ (780,671)
RAINDBOW.c..oiiiviiiiict ettt et bee e s et e sresinens (114,090) (213,161) (91,520)
Madison Square Garden ..........cccvverrvierneinic (62,834) . (45,445) (52,273)
ATLOhEr (O oo (64,203) (92,349) (118,386)

$(1,084304)  $(1,137,940) S (1,042,850)




Stock expense included in continuing operations .
Telecommunications SEIVICES .ovvvverrerniriiinrinieere e $(14,009) $(16,478) $(22,529)
RAIMBOW....viiiiiii et (6,488) (7,905) (10,498)
Madison Square Garden ..........c.cccovveinereieninien (3,990) (3,441) 7,119)
ALLOther (©) ..ot ser s (2,212) (6,490) (2,304)
' : $(26,699) $(34,314) $(42,450)
Years Ended December 31,
2005 2004 2003
Restructuring credits (charges) included in continuing o '
operations :
Telecommunications Services ..., $(295) $ (736) $(2,923)
RAINBOW oottt simerecstrsrebers s s (104) (909) 48
Madison Square Garden ... : (366) : (4,146) (3,735) .
ALLOher (€)oo 1,198 5,640 ' (4,115)
$ 433 $ (s $(10,725)
Years Ended December 31,
2005 2004 2003
Operating income (loss) from continuing operations ‘ _
Telecommunications Services .....vvvrrverreininiienne P $ 554,718 $423,091 $ 240,035
RAINDOW.....oviiiiii et 37,181 (126,453) (45,825)
Madison Square Garden ...t . 53,250 117,025 4,499
All Other ®......... et s (142,711) (161,110) (172,290)
$ 502,438 $ 252,553 $ 26,419

~ CSC HOLDINGS, INC. AND SUBSIDIARIES ,
(a wholly-owned subsidiary of Cablevision Systems Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(Dollars in thousands, except per share amounts)

Years Ended December 31,

2005 2004 2003
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A reconciliation of reportable segment amounts to the Company's consolidated balances is as follows:

Years Ended December 31,

: ' 2005 : 12004 2003
QOperating income (loss) from continuing operations
before income taxes : .
Total operating income for reportable segments ...........cc..c...... $ 645,149 $ 413,663 $ 198,709
Other operating 1oss (®) ...........ccoooovivrriiieiie e, (142,711) (161,110) (172,290
OPperating INCOME .........ccoverrierirrereerierieenereereneee i seseesneens 502,438 252,553 26,419
Items excluded from operating income (loss): a
TOEEIESt EXPEISE . cv.vveeeeviirireeeisisesese e s sebe et ssatetstesenensassrasns (640,015) (635,960) ' (615,668)
TOLEIEST INCOME ..evii ettt en e e rneeas 16,913 . 8,568 14,689
Equity in net income (loss) of affiliates ..........ccocovvrvvcceennnn. 3,286 (12,991) 429,732
Gain (loss) on sale of programming and affiliate interests, ,

TEEE cvencrccrere sttt cr e st en e 64,968 2,232 (13,644)
Gain (1088) O1 INVESIMENLS, NEL ...cvevveveieietenreereeeceernre e (138,312) 134,598 235,857
Write-off of deferred financing costs ..........corvvenrrieneeenn. - (18,961) (388)
Gain (loss) on derivative contracts, Net.........coovvvvvveriirnne 119,180 (165,305) (208,323)
Loss on extinguishment of debt ..., - (78,571) -
MINOTILY INEETESES ...vevvevrveeeteiiriricetesreereeveere e senresee et seenenes (5,034) (65,568) (24,690)
Miscellaneous, NEL.........cooivviiiiieii e aee e 828 . 46 3,719

Loss from continuing operations before income taxes and
dividend reqUIrEMENtS. .....c.coovirrrrernrrrrininererereeeiecas $ (75,748) $(579,359) $(152,297)

(b)  Includes the operating results of Clearview Cinemas, PVI Virtual Media and unallocated corporate general
and administrative costs. It also includes costs allocated to Fox Sports Net Ohio, Fox Sports Net Florida and
Rainbow DBS (distribution operations) that were not eliminated as a result of the disposition or shut down of
these businesses.

(¢) Includes expenses and/or credits relating to Clearview Cinemas, PVI Virtual Media, certain corporate
expenses/credits and certain costs allocated to Fox Sports Net Ohio, Fox Sports Net Florida and Rainbow
DBS (distribution operations) that were not eliminated as a result of the disposition or shut down of these

businesses.
December 31,
2005 2004

Assets
TelecoMMUNICATIONS SETVICES ..ovviiverieeieeeeerieetrece et e st eer et et ee st esresessesenerens $4,567,827 $ 4,575,985
RAIIDOW ..o ettt e en s ettt s st n s es s res s e 2,576,044 3,078,389
Madison SQUAre Garden ........c...coceiireeerinnie e e 1,893,525 1,821,500
Corporate, other and intersegment eliminations ............ocevcvvvcrenereemnicinncnnncenns 884,675 1,451,772
Assets held for Sale .........ooiieriieiiie e e e e 7,557 436,852

$9,929,628 $11,364,498

Years Ended December 31,

2005 2004 2003
Capital Expenditures
Telecommunications SEIVICES ......ccccurieeieieeirieiieeeeree e eseeeerees $695,327 $621,480 $775,441
RAINDOW. . ovee ettt s s ere et et enearaene e 29,063 44313 44,106
Madison Square Garden ..........c.cocoieirricveiinincni 20,993 . 12,153 6,578
Corporate and Other .........ccveeveerenceene e 23,909 19,568 5,962

§769,292 $697,514 $832,087
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Substantially all revenues and assets of the Company's reportable segments are attributed to or located in
the United States primarily concentrated in the New York metropolitan area.

NOTE 21.

The following is a summary of selected quarterly financial data for the years ended December 31, 2005

and 2004:

2005:

Revenues, net.........
Operating expenses..
Operating income...

Income (loss) from
continuing

operations..........

Income (loss) from
discontinued
operations, net

of taxeS..oovveunnnn.

Net income (loss)
applicable to
common

shareholder........

2004:

Revenues, net.........

Operating expenses
Operating income
(1088) ovvererecennn.

Loss from
continuing
operations..........

Income (loss) from
discontinued

operations..........

Loss before
extraordinary

Extraordinary loss
on investment,
.net of taxes........
Net loss applicable
to common
shareholder........

INTERIM FINANCIAL INFORMATION (Unaudited)

March 31, June 30, September 30, December 31, Total
2005 2005 2005 2005 2005
. $1,213,198 $ 1,231,967 $ 1,243,201 $ 1,487,545 $5,175,911
(1,138,299) (1,124,390) (1,136,021) (1,274,763) (4,673,473)
. $ 74,899 $ 107,577 $ 107,180 $ 212,782 $ 502,438
. $ (71,548) $ 506 $ (44,839) $ 68,591 $ (47,340)
. (30,046) 240,109 427 4,743 215,233
. % (101,594 $ 240,615 § (44462) $ 73,334 $ 167,893
March 31, June 30, : September 30, December 31, Total
2004 2004 2004 - 2004 2004
. $1,146,570 $ 1,163,582 $1,117,485 $1,322,400 $ 4,750,037
. (1,141,571 (965,373) (1,017,987) (1,372,553) (4,497 ,484)
. $ 4999 $ 198,209 $ 99,498 $ (50,153) $ 252,553
. $(100,447) $ (140,107) $ (25,740) $ (153,382) $ (419,676)
. (12,097 (3 1,422 (20,930) (134,607) (199,057)
. (112,544) (171,530) (46,670) (287,989) (61 8,733)
. (1,436) - - - (7.436)
. $ (119,980) $ (171,530) $ (46,670) $ (287,989) 3 (626,169)

First quarter 2004 results include an extraordinary loss on investment, net of tax of $7,436 (see Note 3).
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NOTE 22. OTHER MATTERS

In the second quarter of 2004, Madison Square Garden received $54,052 in cash in connection with the
- New York Mets' notice of termination of their broadcast rights agreement with Madison Square Garden.
The termination of the rights agreement was effective at the end of the 2005 baseball season. As a result
of the termination notice, the Company recorded a reversal of a purchase accounting liability of $41,788
related to this broadcast rights agreement. These items have been reflected as other operating income in
the Company's 2004 consolidated statement of operations.

On July 29, 2005, the National Basketball Association ("NBA™) and the National Basketball Players
Association entered into a new 6-year Collective Bargaining Agreement ("NBA CBA") with the NBA's
option to extend it to 7 years. Among other changes, the new NBA CBA changed the way luxury tax on
player salaries is calculated. Under the expired NBA CBA, if the relationship of league-wide player
salaries to defined league-wide basketball related income ("BRI") exceeded a specified percentage, teams
whose salaries exceeded this specified percentage of BRI (team tax trigger) were required to pay a dollar-
for-dollar luxury tax to the extent ifs salaries exceeded the team tax trigger. Under the new NBA CBA,
teams pay a dollar-for-dollar luxury tax each year in which they exceed the team tax trigger, regardless of
the relationship of league wide player salaries to BRI. While Madison Square Garden did not pay a
luxury tax for the 2004-2005 season, it did pay approximately $35,000 for the 2003-2004 season. Based
on the new NBA CBA, Madison Square Garden anticipates paying a luxury tax for the 2005-2006 season
(the amount was estimated to be approximately $35,000 at December 31, 2005). In the third quarter of
2005, Madison Square Garden accrued $12,900 in luxury tax for a player who had previously been
waived but whose salary for the 2005-2006 and 2006-2007 seasons will nevertheless be subject to luxury
tax under the new NBA CBA. When the season began, in the fourth quarter of 2005, Madison Square
Garden began accruing its estimated luxury tax for its other players for the 2005-2006 season.

Effective September 16, 2004 the National Hockey League ("NHL") commenced a lockout of the players
in support of its attempt to reach a new collective bargaining agreement with the National Hockey League
Players' Association ("NHL Players' Association"). The parties failed to reach an agreement after several
negotiating sessions and on February 16, 2005, the NHL announced that it had cancelled the 2004-2005
season. On July 22, 2005, the NHL and NHL Players' Association executed a 6-year collective
bargaining agreement ("NHL CBA") ending the lockout. The NHL Players' Association has the right to
terminate the NHL CBA after 4 years or extend it to 7 years. The new NHL CBA includes an automatic
24% salary reduction for existing player contracts and establishes a team salary cap for each season based
on a percentage of hockey-related revenues. The team salary cap for the 2005-2006 season is
approximately $39,000. The new NHL CBA also provides for a revenue sharing system by which the top
ten teams in terms of gross preseason and regular season revenue (as defined in the NHL CBA), will be
required to contribute to a fund which will be distributed to other teams under certain circumstances. The
Company currently expects that its NHL team will be one of the top ten revenue teams in the NHL in
2005/06 and will be required to contribute approximately $4,400 to the revenue sharing fund.

In October 2004, Fox Sports Net Chicago's agreements with two major suppliers of distribution rights to
certain live sporting events were terminated. Fox Sports Net Chicago expects to continue its operations
with other sports programming content. Fox Sports Net Chicago's revenues have declined substantially as
a result of the termination by two of its significant customers that declined to carry Fox Sports Net
Chicago without these distribution rights agreements and due to an ongoing affiliation agreement dispute
with a cable operator who has stopped making payments.
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On September 29, 2005, AMC and Time Warner Entertainment, L.P. settled existing litigation whereby
the Company simultaneously entered into 11 separate agreements with Time Warner. These agreements
included amendments and enhancements to existing affiliation agreements for some of the Company's
programming services and new affiliation agreements and new distribution for other programming
services of the Company. The amendments included a long-term extension of Time Warner's affiliation
agreement with AMC with rate and positioning terms that are favorable to AMC. Because of the long-
term benefits to the Company from the extension and enhancement of the AMC agreement, substantially
all of the required payments ($74,000 is payable to Time Warner over the 2005-2007 period) attributable
to AMC have been capitalized as deferred carriage fees and will be amortized as a reduction to revenue
over the remaining 13 year life of the extended AMC agreement.

On June 19, 2005, Cablevision received a proposal from the Dolan family group to acquire the
outstanding, publicly-held interests in Cablevision following a pro rata distribution to all Cablevision
stockholders of Rainbow Media Holdings. Cablevision's Board of Directors appointed a special
transaction committee of independent directors to review the proposal. The special transaction committee
retained Lehman Brothers Inc. and Morgan Stanley as its financial advisors and Willkie Farr & Gallagher
LLP as its legal counsel. On October 24, 2005, Cablevision received a letter from the Dolan family group
withdrawing the June 19, 2005 proposal to acquire the outstanding, publicly-held interests in Cablevision
following a pro rata distribution of Rainbow Media Holdings. In this letter, the Dolan family group also
recommended that Cablevision's Board of Directors consider the declaratlon of a $3 billion one-time,
special dividend payable pro rata to all stockholders.

On October 31, 2005, Cablevision's Board of Directors- authorized management to take all steps that
would be necessary to implement a $3 billion special dividend payable pro rata to all stockholders subject
to (i) satisfying applicable legal standards, (ii) obtaining the necessary financing on terms and conditions
acceptable to the Board, (iii) establishment by the Board of the record date, payment date and final
dividend declaration of the special dividend in accordance with applicable New York Stock Exchange

requirements, and (iv) final Board approval after completlon of its ongoing analysis of the proposed
dividend.

In December 2005, the Company announced that during the course of preparing for the financing of its
proposed special dividend, it ascertained that there were certain technical covenant violations under the
Company's existing bank credit agreement and certain possible technical covenant violations under other
debt instruments. The Company immediately began a comprehensive covenant compliance review,
including seeking waivers under its bank credit agreement and seeking waivers under its other debt
instruments, if required. As a result of these matters, on December 18, 2005, the Company's Board of
Directors decided not to proceed with the proposed special dividend or an announced senior note offering.

On January 31, 2006, the Company completed the comprehenswe debt covenant compliance review
discussed above. See Note 9.

The Company's Board of Directors is expected to begin reconsideration of a possible special dividend at
its regularly scheduled meeting in March 2006. There can be no assurance that the Board will decide to
move forward with a special dividend or as to the size or timing of any dividend. If the Board of
Directors of Cablevision declares a special dividend, all of the funds to pay that dividend will have to be
raised from new bank borrowings and/or issuance of new debt securities.
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NOTE 23. SUBSEQUENT EVENTS

On February 24, 2006, the Company entered into a $2,400,000 replacement bark facility ("New
Restricted Group Credit Facility") which was used to refinance its existing Credit Agreement in its
entirety. The three components of the New Restricted Group Credit Facility are direct obligations of the
Company, are guaranteed by most Restricted Group subsidiaries and are secured by the pledge of the
stock of the substantial majority of Restricted Group subsidiaries. Each of the revolving credit facility
and the two term loans mature in February 2012, The $1,000,000 revolver has no interim amortization
while the $1,000,000 term A-1 loan has amortization payments of 0% in year one, 5% in each of years
two and three, 25% in each of years four and five, and 40% in the final year. The $400,000 term A-2 loan
is subject to quarterly amortization payments totaling 1% each year. Principal financial covenants include -
(i) maximum total leverage of 7.50 times cash flow through September 30, 2006 stepping down to 7.25
times in the event the Company pays a special dividend to Cablevision or 6.25 times in the event no
special dividend is made with, in each case, subsequent stepdowns over the life of the facility and
(i1) minimum ratios for cash flow to interest expense and cash flow to debt service expense.” These
covenants and restrictions on the permitted use of borrowed funds may limit our ability to utilize all of the
undrawn funds. Additional covenants include limitations on liens and the issuance of additional
indebtedness. There are generally no restrictions on investments that the Restricted Group may make,
provided it is not in default. The Restricted Group can make distributions or other restricted payments so
long as the Company is not in default but there is a limitation (initially $200,000) on restricted payments
during any period when the cash flow leverage ratio is greater than 6.75 times through September 30,
2006 and 6.0 times thereafter. The $200,000 limitation does not apply to restricted payments used by the
Company to make scheduled payments of principal or interest on its indebtedness.




Exhibit 31.1

I, James L. Dolan, President and Chief Executive Officer of Cablevision Systems Corporation and CSC
Holdings, Inc. (the "Registrants") certify that:

1. Ihave reviewed this annual report on Form 10-K of the Registrants;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual
report;

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations and cash
flows of the Registrants as of, and for, the periods presented in this annual report;

4. The Registrants' other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reportmg (as defined in Exchange Act Rules 13a-15(f) and 15d-15(%)) for
the Registrants and have:

a)  designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
Registrants, including their consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared; :

b)  designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

¢) evaluated the effectiveness of the Registrants' disclosure controls and procedures and
presented in this annual report our conclusions about the effectiveness of the disclosure controls
and procedures as of the end of the period covered by this annual report based on such evaluation;
and

d)  disclosed in this annual report any change in the Registrants' internal control over financial
reporting that occurred during the Registrants' most recent fiscal quarter (the Registrants' fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the Registrants' internal control over financial reporting; and

5. The Registrants' other certifying officers and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the Registrants' auditors and the audit committee of each
Registrant's board of directors (or persons performing the equivalent functions):

a)  all significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the
Registrants' ability to record, process, summarize and report financial information; and

b) ( any fraud, whether or not material, that involves management or other employees who have a

significant role in the Registrants' internal control over financial reporting.

Date:  March 1, 2006 By: /s/James L. Dolan

- James L. Dolan
President and Chief Executive Officer




Exhibit 31.2

I, Michael P. Huseby, Executive Vice President and Chief Financial Officer of Cablevision Systems
Corporation and CSC Holdings, Inc. (the "Registrants") certify that:

1. Ihave reviewed this annual report on Form 10-K of the Registrants;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made not misleading with respect to the period covered by this annual
report;

3. Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations and cash
flows of the Registrants as of, and for, the periods presented in this annual report;

4.  The Registrants' other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the Registrants and have:

"a)  designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
Registrants, including their consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared;

b)  designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the Registrants’' disclosure controls and procedures and
presented in this annual report our conclusions about the effectiveness of the disclosure controls
and procedures as of the end of the period covered by this annual report based on such evaluation;
and '

d) disclosed in this annual report any change in the Registrants' internal control over financial
reporting that occurred during the Registrants' most recent fiscal quarter (the Registrants' fourth
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the Registrants' internal control over financial reporting; and

5. The Registrants' other certifying officers and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the Registrants' auditors and the audit committee of each
Registrant's board of directors (or persons performing the equivalent functions):

c) all significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the
Registrants' ability to record, process, summarize and report financial information; and

d)  any fraud, whether or not material, that involves management or other employees who have a
significant role in the Registrants' internal control over financial reporting.

Date: March 1, 2006 By: /s/ Michael P. Huseby

Michael P. Huseby
Executive Vice President and Chief Financial Officer




Exhibit 32

Certification

Pursuant to 18 U.S.C. § 1350, each of the undersigned officers of Cablevision Systems Corporation
("Cablevision") and CSC Holdings, Inc. ("CSC Holdings") hereby certifies, to such officer's knowledge,
that Cablevision's and CSC Holdings' Annual Report on Form 10-K for the year ended December 31,
2005 (the "Report") fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934, and that the information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of Cablevision and CSC Holdings.

Date:  March 1, 2006 By: /s/James L. Dolan

James L. Dolan
President and Chief Executive Officer

Date: March 1, 2006 By: /s/ Michael P. Huseby

Michael P. Huseby
Executive Vice President and Chief Financial Officer
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